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FOREIGN MINISTRY SPOKESMAN ON GORBACHEV SPEECH 


0W061008 Beijing XINHUA in English 1002 GMT 6 Aug 86 


[Text] Beijing, August 6 (XINHUA) -- A Chinese Foreign Ministry spokesman today said 
that Soviet leader Mikhail Gorbachev in his speech of July 28 made new remarks on the 
improvement of the Sino-Soviet relations that had not been said before. 


While answering questions on China's reaction to Gorbachev's speech at the weekly press 
briefing here this afternoon, the spokesman said, "We have taken notice of the speech 
and are studying it." 


In reply to questions on China's reaction to Soviet proposal for the holding of 
Sino-Soviet dialogues at any level and at any time, he said China and the Soviet Union 
have already begun dialogues at a certain level, but the question is that the dialogues 
should be serious ones and substantial progress made. 


On the cemprehensive utilization of the hydraulic resources of the Heilongjiang River, 
the spokesman said that experts of the relevant departments of the two countries had 
exchanged views in this regard not long ago and the two sides are working on the 
corresponding agreements on the issue. 


Commenting on Gorbachev's proposal for a Pacific conference, the spokesman said, "We 
hold that to guarantee the security in Asian-Pacific region, it is essential, girst of 
all, to take concrete actions by greatly reducing nuclear weapons and missiles already 
deployed and easing the tension in the region and removing the hot spots of Afghanistan 
and Kampuchea. 


When asked about the Soviet proposal on the withdrawal of a considerable proportion of 
its troops from Mongolia, he said that "We have taken notice of this expression from 
the Soviet side." 


As for the progress on the question of the exchange of visits betweeen Chinese and 
Soviet foreign ministers, the spokesman said the dates of their visits are yet to be 
discussed through consultations but there are no problems involved in the routine 
meeting between the two foreign ministers during the UN session. 


With regard to space cooperation between the two countries including the trairziing of 
Chinese astronauts, the spokesman said that remains to be studied. 


AFP Report 


HK060848 Hong Kong AFP in English 0835 GMT 6 Aug 86 


[Text] Beijing Aug 6 (AFP) -- China said Wednesday that Soviet leader Mikhail Gorbachev 
had made “new remarks" on Sino-Soviet relations in a major foreig.. policy speech last 
week, but rejected his proposal for an Asia-Pacific security conference. 


"We believe that he has made some new remarks on the improvement of Sino-Soviet 
relations which have not been said before,"Foreign Ministry sopkesman Yu Zhizhong said 
at a weekly press briefing. 


"We are still studying the speech," he said. 
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"We hold that to ensure the security of the Asian and Pacific region practical steps 
must first of all be taken," the Foreign Ministry spokesman added, referring to Mr 
Gorbachev's reiteration of a proposal for an Asia-Pacific security conference. 


He said Moscow needs to: "Greatly reduce the nuclear missiles already deployed, ease 
the tension with the region, and remove the two hot spots in Afghanistan and Kampuchea." 


Mr Gorbachev, in the July 28 speech in Vladivostok, said that Moscow was ready to hold 
a dialogue with Beijing on any level at any time in an attempt to improve relations. 


He also announced a partial pullout of Soviet troops from afghanistan by the end of the 
year and proposed a partial withdrawal of Soviet troops from Mongolia. The Soviet 
leader also called for Sino-Soviet space cooperation. 


ANALYSIS OF U.S. VICE PRESIDENT'S VISIT TO EGYPT 


OW060206 Beijing XINHUA in English 0147 GMT 6 Aug 86 


{News analysis: What Bush Brings to Egypt in His Visit? (by Yu Yuanjiang) -- XINHUA 
headline] 


[Text] Cairo, August 5 (XINHUA) -- U.S. Vice-President George Bush, who just concluded 
a visit to Egypt, brought nothing to the country as he failed to meet any of the 
requests of his hosts. The vice president was embarrassed by an acute and awkward 
question at his farewell press conference here this afternoon. 


After Bush read out a prepared statement, a reporter asked: “It seems that all “he 
requests Egypt put forward to you are not new and you did not offer anything. If you 
had nothing to offer, then why did you come?" It is well known that with its economy 
seriously affected by the plummeting world oil prices, Egypt has asked the U.S. 
Government to satisfy its three requests -- cutting by half its current 12- to 15- 
percent interest rate on its 4.55-billion-dollar military debts to the United States, 
pressing the International Monetary Fund to give more loans on easy terms to Egypt and 
increasing the current 150 million dollars in cash aid to 500 million dollars in the 
U.S. annual economic aid of 850 million dollars. 


These request were already raised to the U.S. Government by Egyptian Vice-Premiers ‘Abu 
Ghazalah and Kamal al-Jauzuri when they visited Washington last month. 


Bush said Monday that Egyptian President Husni Mubarak had briefed him on the economic 
situation in Egypt, but he was not in a position to offer any commitments concerning 
these requests and that he would consult with President Ronald Reagan and the U.S. 
Treasury Department. Diplomatic observers here noted that this indicates that Bush 
had, in fact, brought nothing to Egypt. . 
“ 

AL-JUMHURIYAH, one of Egypt's three major Arabic-language dailies, Tuesday carried an 
editorial entitled "Self Reliance First,” calling for self-reliance first in solving 
the economic problem in the country to broaden Egypt's free will and free 
decision-making. 
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Meanwhile, the "EGYPTIAN GAZETTE," the country’s only English-language newspaper 
carried an editoria! entitled "Bush's Listening Visit," which pointed out that it was 
not possible to expect much from Bush's visit to Egypt because he was only on a 
listening tour. 


Besides the economic issue, Bush at his press conference expected that an agreement on 
the Egyptian-Israeli territorial dispute over Taba would be signed soon. But an 
Egyptian spokesman said Tuesday upon Bush's departure for home that although progress 
was being made in the Tabah talks, differences remained to be ironed out. 


Well-informed sources here said that since Bush offered nothing to Egypt, the Egyptian 
Government will not satisfy Bush on U.S. requests, which included allowing U.S. 
nuclear-powered warships to pass the Suez Canal, fixing a date for the U.S.-Egyptian 
joint military exercises code-named "Bright Star" for 1987 and giving more conviniences 
for U.S. military activities in the region, reaching an agreement on the Tabah issue 
with Israel as soon as possible and sending the Eghptian ambassador back to Israel. 


WHO TO COLLABORATE IN CHINESE MEDICINE RESEARCH 


0W041454 Beijing XINHUA in English 1439 GMT 4 Aug 86 


[Text] Beijing, August 4 (XINHUA) ta ceremony was held here today to inaugurate the 
Institute cf Medicinal Plant Development of the Chinese Academy of Medical Sciences as 
a WHO (World Health Organization) collabcrating center. 


Attending the ceremony were Dr. Hiroshi Nakajima, director of the WHO regional office 
for the Western Pacific, Chen Minzhdng, vice-minister of public health, Gu Fangzhou, 
president of the Chinese Academy of Medical Sciences, and about 200 people involved in 
traditional Chinese medicine. 


Nakajima thanked the Chinese re especially the Ministry of Public Health, for . 
their approval of the inauguration. He said, as one of the important components of: 
traditional medicine, medicinal plants have played a significant role in theg people's 
struggle against diseases. "The 2,000 years of history of utilizing and ve loping 
medicinal plants has put China in the leading position in the world," he said 
‘ 4 

The institute has successfully conducted a nationwide surveysand identified Snore than 
5,000 species of medicinal plants in China. About 2,000 species of living ants have 
been introduced and cultivated. A medicinal herbarium with 5,000 specimen has begn 
set up, and the institute has also published a compilation of "Chinese materia medica”. 


Nakajima said the institute, which has cooperated many times with the WHO, would 
provide advisory services, to organize training programs and undertake cooperative 
research in the field of medicinal plants. 


Xiao Peigen, director of the instutute and the WHO collaborating center for traditional 
medicine and also a WHO consultant, said that the institute now has an experimental 
garden of about 70 hectares, where more than 1,000 kinds of medicinal plants are 
growing. The institute has also established more than 10 laboratories. 
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PRC SPOKESMAN DENOUNCES U.S. ‘INTERFERENCE’ 


HKO51258 Hong Kong AFP in English 1243 GMT 5 Aug 86 


[Text] Beijing, Aug 5 (AFP) -- China denounced Tuesday a resolution adopted by the 
U.S. House of Representatives criticizing population policies and alleged human rights 
violations in China and calling for the peaceful resolution of the Taiwan question. 


"We are opposed to this act of interference in the internal affairs of China on the 
part of the U.S. Congress," a Chinese Foreign Ministry spokesman said. 


The resolution passed Friday by the Foreign Affairs Committee of the U.S. House of 
Representatives criticized China's policy of promoting the one-child family and called 
on Beijing to guarantee certain civil rights such as freedom of the press, religion and 
travel. 


"Frankly speaking, different countries hold divergent views on the question of human 
rights. China is by no means among the countries that should be subjected to criticism 
on this question," the spokesman said. 


"Anyone who knows about Chinese history and respects reality will agree that the 
Chinese people have never enjoyed before such full democracy and freedom as they do 
today," he added. 


On Monday, the official PEOPLE'S DAILY called adoption of the resolution an "extremely 
unfriendly" act which could impede improvement in Sino-U.S. relations. U.S. statements 
on population policies and human rights in China never fail to provode angry response 
from the Chinese authorities, observers said. 


The Foreign Ministry spokesman also said the Taiwan question was an internal Chinese 
matter on which the U.S. legislators had no right to pass a resolution. 


The resolutuon, which also criticized alleged human rights violations in Taiwan, called 
on Beijing to resolve the Taiwan issue by peaceful means. "It is our policy to strive 
for a peaceful settlement of the question of the reunification of the mainland and 
Taiwan," the spokesman said. "However, we cannot give the guarantee to any country and 
commit ourselves to only one way instead of several ways in solving this question,” he 
added. 


U.S. COURT DECISION ON RAILROAD BONDS VIEWED 


HKO51330 Beijing RENMIN RIBAO in Chinese 30 Jul 86 p 1 


["Special dispatch" by correspondents Zhang Yunwen and Jing Xianfa: "The U.S. Federal 
Appeals Court Rules That Holders of Huguang Railroad Bonds Have No Right To Ciaim 
Compensation From the Chinese Government" ] 


[Text] Washington, 29 July -- On 25 July the U.S. Federal Appeals Court ruled that 
American bondholders have no right to force the Chinese Government to pay the bonds of 
the Hugaung Railroad issued by the Qing Government in 1911. 


a 2 a a dia ci lena. 
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In 1977 the holders of Huguang Railroad bords represented by Russell Jackson took legal 
proceedings to the Federal Appeals Court in Alabama against the Chinese Government, 
claiming compensation from the latter on the bonds issued by the Qing Government in the 
United States in 1911. In September of 1982 the court unwarrantably ruled that the 
Chinese Government should pay $41 million or so as compensation on the grounds that the 
Chinese side refused to appear the court. 


The Chinese Government stated that the Government of New China was not responsible for 
the odious debts of the Qing Government in those years and reaffirmed that according to 
international law, the Chinese Government has the absolute sovereign right not to 
accept any lawsuits put up by foreign courts. In 1984 the same court made a new ruling 
to dismiss the case. However, the plaintiffs kept on lodging appeals, causing the 11th 
U.S. Circuit of Appeals in Atlanta to re-try the case. On 25 July the court announced 
that it upheld the 1984 judgment of the federal court in Alabama, /admitting that the 
Chinese Government has the absolute sovereign right not to accept the rulings of 
foreign courts./ [Beijing RENMIN RIBAO in Chinese 31 July carries on page 6 a 
correction to the item substituting the following: “that the U.S. 1976 ‘Foreign Rights 
Immunity Law’ cannot be applied retroactively, and the court has no jurisdiction over 
the case." for the preceding passage within slantlines] It dismissed the case. 
Hence, the case of the Huguang Railroad bonds lasting for 6 years has been basically 
concluded. 


Attorney Suo Lu who took part in the trial of the case held: The judgment of the 


Circuit Court of Appeals on the lawsuit case of the Hugaung Railroad bonds will pave 
the way for China to issue bonds in the United States in the future. 


XINHUA SEES FURTHER WEAKENING OF U.S. DOLLAR 


0W051329 Beijing XINHUA in English 0626 GMT 5 Aug 86 
{“Roundup: U.S. Dollar Continues Downward Course (by Xia Zhaolong)" -- XINHUA headline] 


[Text] New York, August 4 (XINHUA) -- Disappointed with the somber business data 
released over the past weeks, market specialists here seem to have agreed that the 
greenback will remain bearish on the world financial market, at least for the rest of 
the year. "tN 


Chad Dickson, vige president in charge of foreign exchange at Salomon Brothers Inc., 

told XINHUA that hé would not be sugpriged to see the dollar drop to 140 Japanese yen 
et. . 

and 1.9 deutsche magk. 


The trade-weighted value of the dollar against other major foreign currencies has 
fallen over 30 percent from its February 1985 peak, and approximately one-third of the 
drop has occurred this year, according to cconomists. 


The basic reason for the weakening of the U.S. dollar comes from the country's sluggish 
economic performance and its deteriorating trade balance. During the first six months 
of this year, the U.S. gross national product grew at a paltry annual rate of 2.4 
percent while its foreign trade sustained a record deficit of 83.9 billion dollars, 
14.6 billion dollars more than [incomplete sentence as received] 
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USSR'S TALYZIN VISITS PRC TRADE EXHIBIT 4 AUG 


0W050642 Beijing XINHUA in English 0538 GMT 5 Aug 86 


[Text] Moscow, August 4 (XINHUA) -- Soviet First Vice Premier Nikolay Talyzin today 
voiced interest in economic cooperation, including co-production ventures with China, 
during a visit to a Chinese trade fair in Moscow, the first of its kind in 33 years. 


Talyzin, who is also chairman of the State Planning Committee, enquired about the 
exhibits on display at times going into minute details. "Let's see in which fields we 
can engage in cooperation with China in production,” he remarked to Lev Voronin, 
another vice chairman of the Soviet Council of Ministers, who accompanied Talyzin 
during the tour. Voronin is also chairman of the State Committee for Material and 
Technical Supplies. 


On entering the exhibition in Sokolnikiy Park, Talyzin asked whether the 55 color TV 
sets on display were made with Chinese-made parts or imported components. He also 
asked about China's production potential for machine and electronic products and 
household electrical appliances. 


The Soviet first vice premier frequently asked questions about the possibility of 
entering into joint production and other forms of cooperation with China. "We are 
interested in cooperation in mining of non-ferrous metals," he said. Talyzin also 
ruggested cooperation in timber-processing, joint manufacture of furniture and mutual 
supply of parts for household electrical appliances and other materials. 


At the end of the visit, Talyzin told Chinese Ambassador Li Zewang that the two 
countries could launch joint-ventures in economic coop-ration. 


Talyzin wrote in the visitors’ book that the exhibition displays the China's economoic 
accomplishments and demonstrates the great possibilities of further cooperat’.n between 
the two countries. 


The exhibition, the first wholly-Chinese trade fair in the Soviet Union since 1953, 


features more than 4,000 exhibits in the 2,500-square-meter hall. The fair ends on 
August 10. Soviet Premier Nikolay Ryzhkov visited the fair on Saturday. 


USSK BUYS SHANGHAI SILK AFTER 20-YEAR LAPSE 


0W051124 Beijing XINHUA in English 0811 GMT 5 Aug 86 


[Text] Beijing, August 5 (XINHUA) -- Silk garments made in Shanghai have re-entered 
the Soviet market after an absence of more than two decades, “ECONOMIC NEWS" reported 
today. 


So tar this year, the Soviet Union has ordered 8.3 million U.S. dollars worth of 
Shanghai silk garments. 


According to the paper, the Soviets are most interested in silk ties, scarves and 
cushions. 
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PRC LEADERS MEET WITH JAPAN‘*S NIKAIDO 


Hu Yaobang Discusses Relations 
0W051205 Tokyo KYODO In English 1159 GMT 5 Aug 86 


[Text] Beijing, Aug 5 KYODO -- Chinese Communist Party leader Hu Yaobang said Tuesday 
Japan would damage its own image in the world if it does something to hurt Asian 
people's feelings. Hu reportedly made the remazxs in a meeting with Susumu Nikaido, 
former vice president of the ruling Liberal-Democratic Party, at Beidaihe, Hubei 
Province where Hu is vactioning. 


The party chief apparently referred to the visit to Yasukuni Shrine, dedicated to the 
Japanese war dead, by Japanese Cabinet ministers and also to a controversial history 
textbook. He was quoted as saying that over the past 40 years and more, Japan has had 
a fairly good reputa_ ion internationally on the whole. 


Hu also pointed out that following the normalization of relations between Japan and 
China, the Chinese Government and media respected Japan's internal affairs and external 
policies and have taken a position of noninterference and noncriticism. 


Nikaido said that lasting peace and friendship between Japan and China is the 
foundation of peace in Asia and added that he will devote the rest cof his life to the 
development of bilateral friendly relations. 


Meets With Deng Xiaoping 
0W051422 Beijing XINHUA in English 1405 GMT 5 Aug 86 


[Text] Beidaihe, Aug 5 (XINHUA) -- Chinese leader Deng Xiaoping said here today it is 
of great importance to develop friendship and cooperation between China and Japan. 
Mach remains to be dene and bilateral relations have a bright future, he added. 


Deng, chairman of the Central Advisory Commission of the Chinese Communist Party, was 
speaking during a meeting here this afternoon with Susumu Nikaido, top adviser to the 
Liberal Democratic Party of Japan. 


Nikaido is a witness to the signing of the joint statement of the Japanese and Chinese 
Governments normalizing the Sino-Japanese relatiss in 1972. “Whenever the scenes 
flash back to my mind,” he said, "I am aware of the importance of Japan-China relations 
and become even more determined to do my best for the development of such relations.” 


Deng described Kakuei Tanaka and Masayoshi Ohira, then Japanese prime minister and 
foreign minister respectively, as two statemen contributing to the normalization and 
development of Sino-Japanese relations. "Chinese people wiil never forget them," he 
said. 


The cause of friendship between the two countries started by the older generation of 
Chinese leaders and the Japanese statemen sould be carried on, Deng sz‘d. Deng asked 
Nikaido to convey his regards to Kakuei Tanaka and widow of Masayoshi Ohira and wished 
Tanaka earlier recovery. 
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Nikaido said to the sun-tanned Deng, "I am very happy to see you in excellent health." 
He wished Deng a long life. Present on the occasion was State Councillor and Foreign 
Minister Wu Xueqian. 


Deng on Soviet Proposal 
0W060043 Tokyo KYODO in English 0031 GMT 6 Aug 86 


[Text] Beijing, Aug 6 KYODO -- China's supreme leader Deng Xiaoping has sounded 
cautious about a peace initiative launched by Soviet leader Mikhail Gorbachev last 
month, Japanese sources say. "Judging frow the state of things in the Soviet Union, it 
is necessary to watch the situation for the time being,” Deng told Susumu Nikaido, a 
senior politican of Japan's ruling Liberal-Democratic Party, in a meeting at the summer 
resort of Beidahe Tuesday. 


Deng was commenting on a major policy speech Gorbachev made in Vladivostok late last 
month in which the Soviet leader said Moscow was ready to improve ties with China. 


According to a Nikaido aide who attended the meeting, Deng said it was premature to 
think that Gorbachev's Vladivostok speech clearly reflected his foreign policy. As far 
as China is concerned, Deng was quoted as telling Nikaido that the Soviet Union has 
done nothing to remove “three major obstacles" for the normalizz*ion of Sino-Soviet 
relations. 


China's party chief Hu Yaobang, in a separate meeting with Nikaico earlier in the day. - 
also cited the existence of the “three obstacles" as barriers blocking a thawing of 
tension between China and the Soviet Union, Nikaido's aide said. The three obstacles 
include what China views as Moscow's continued military support for Vietnam's 
occupation of Kampuchea. 


However, Deng said there were “positive elements” in Gorbachev's speech, and that China 
will carefully study all its contents. Deng did not elaborate on what he meant by 
positive elements, but diplomatic observers say he apparently alluded to Gorbachev's 
proposal to pull Soviet troops from Mongolia and to the possibility that China may hold 
talks with the Soviets on this topic as part of the normalization of bilateral 
relations, they said. 


Turning to bilateral relations with Japan, Deng told Nikaido that it is of great 
importance to develop friendship and cooperation between the two countries, but that 
"much remains to be done,’ the official news agency XINHUA said. 


The two leaders also reminisced about the development of post-war Sino-Japanese 
relations, including the 1972 signing of the Shangha’ Communique, which normalized 
diplomatic relations bewtween the two countries. “Whenever the scenes flash back to my 
mind, I am aware of the importance of Japan-China relations,” Nikaido, who witnessed 
the communique signing ceremony, told Deng. 


Deng described Kakuei Tanaka and Masayoshi Ohira, thn Japanese prime minister and 
foreign minister, as two statemen who contributed to the normalization and development 
of Sino-Japanese relations. "The Chinese people will never forget them," Deng was 
quoted as telling Nikaido. 


I. 6 Aug 86 PRC INTERNATIONAL AFFAIRS Gl 
WESTERN EUROPE 


TURKISH NATIONAL ASSEMBLY GROUP CONTINUES VISIT 


Talks With Hu Qili 
0W051114 Beijing XINHUA in English 0936 GMT 5 Aug 86 


{Text] Beidaihe, August 5 (XINHUA) -—- Hu Qili, member of the Political Bureau of the 
Chinese Communist Party (CPC) Central Committee, met with a delegation from the 
Turkey—China friendship group of the Turkish Grand National Assembly at the north China 
seaside resort of Beidaihe today. The delegation is led by Halil Sivgin, chairman of 
the group who met Hu in 1984 on his visit to China at the head of a Turkish motherland 
party delegation. 


Hu, also a member of ... ‘secretariat of the CPC Central Committee, said the Chinese and 
Turkish people sh="<« « ~‘tong desire to develop bilateral friendly relations and 
cooperation. The = exist broad prospects for the Sino-Turkish cooperation in the 
fields of politics. ~-- omy, trade and culture, he added. Hu congratulated Turkey on 
its achievements in tie economic reform. . 


Sivgin said that the two countries are carrying out bold economic reforms and Turkey is 
following closely with China's successful attempt for the reform. He expressed his 
hope for a continuous expansion of bilateral friendly relations and cooperation. 


Hu also conferred with Sivgin on questions of common interest in the economic reforms 
and briefed him on China's policy toward minority nationalities. After the meeting, Hu 
gave a luncheon in honor of the Turkish guests and accompanied them to view the seaside 
scenes. The delegation left here for the Xinjiang Uygur Autonomous Region this 
afternoon. 


Meets Peng Zhen 


0W051356 Beijing XINHvA in English 1334 GMT 5 Aug 86 


{Tex*! Beidaihe, August 5 (XINHUA) -- Chinese leader Peng Zhen said today that the 
present Chinese political syscem is not entirely suited to the needs of economic 
development, and China will reform the system step by step during the ongoing economic 
restructuring. Peng Zhen, chairman of the National People's Congress Standing 
Committee, made the remarks here today while meeting a delegation from the Turkey-China 
friendship group of the Turkish Grand National Assembly, headed by chairman of the 
group Halil Sivgin. He added that China's political system basically conforms tc the 
economic development. But China reeds to reform those aspects that do not or do nor 
suit it entirely. He told the l'urkish visitors that China and Turkey are both carrying 
out economic reforms according tu their actual conditions and needs. This is a great 
cause, he added. On China's economic reform, Peng said, "Errors may emerge during the 
course of the reform. But we are convinced that we can solve and correct them with our 
own efforts." 


Sivgin considered that China's economic reform has ac/iieved great success, and said, 
“Errors may provide experience for better development." 


Peng held that both the Chinese and Turkish people are close comrades-in-arms in 
safeguarding world peace, and a strong China and a strong Tuckey would strengthen the 
force for safeguarding world peace. Shaking hands with Sivgin, Peng said, "Let our two 
countries ir hands end learn from each other's strong points and the lessons of 


developmeiit. 
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Sivgin said it is very beneficial for the two countries to share experiences and his 
country attaches great importance to developing relations with China. 


Peng noted that the “silk road", started by ancestors of the two peoples, had made 
important contributions to promoting the economic and cultural relations and friendshin 
between the two countries and peoples. He expressed his hope for further friendly 
relations and cooperation. 


Sivgin said, a "new silk road" should be set up between the two countries that would 
not only serve trade but also friendship and peace. 


Present at the meeting were Wang Hanbin, secretary-general of the NPC Standing 
Committee, and Song Chengzhi, member of the NPC Standing Committee. The delegation 
arrived in Beidaihe from Beijing this morning by special plane. 


ITALIAN PREMIER VOWS STRENGTHENED TIES WITH PRC 


OW060632 Beijing XINHUA in English 0615 GMT 6 Aug 86 


[Text] Rome, August 5 (XINHUA) -- Outlining his new government program, Italian Prime 
Minister Bettino Craxi today told the Senate that political and economic stability is 
essential for effective government performances both at home and abroad. Craxi, who 
returned as prime minister Friday, 35 days afte: his first administration resigned, 
said he is optimistic about Italy's economy, which has recorded a 3 percent gross 
domestic product increase in the first five months this year, a zero price index since 
last July and a 0.5 percent monthly decrease rate of inflation since January. 


He said his new government will take measures to hold the deficit to within 100,000 
billion lire (70 billion U.S. dollars), to stimulate public investments, to provide 
more jobs for unemployed young people and women, and to fight against drug abuse, 
crimes and terrorism. 


Concerning foreign policy, Craxi said Italy continues to believe that transition from 
the European Economic Community to European union is the only way for West European 
countries to grow. 


He said Italy will continue to contribute to easing world tension and to building more 
stable international relations. It will carry out its NATO duties as long as the 
Organization remains primarily a military alliance, he added. 


The prime minister said a series of recent proposals put forward by the Soviet Union 
shows that the Soviets are willing to make serious and credible efforts in establishing 
a more reliable peace. 


Craxi also promised to strengthen ties with the two major Asian countries -- Japan and 
China -- saying they have important roles in maintaining peace, progress and stability. 


Although it looks bleak, he hopes there can be a settlement of the Mideast crisis 
through negotiations. A fair and prmanent peace in the area, he declared, should be 
founded on the security of every country in the region and the respect of Palestine 
people's rights. 
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GDR PRESIDENT ‘LIKELY' TO VISIT IN OCTOBER 


HK060812 Hong Kong AFP in English 0757 GMT 6 Aug 86 
(By Pierre-Antoine Donnet] 


[Text] Beijing, Aug 6 (AFP) -- East German President Erich Honecker is likely to pay 
an official visit to China in October, Western diplomats here said Wednesday. The East 
German Embassy here would neither confirm nor deny this and the Chinese Foreign 
Ministry has yet to comment, but informed East European sources said Mr Honecker was 
almost certain to visit China before the end of 1986. 


So far Romania is the only East European country to have sent its head to state to 
China since the Sino-Soviet rift a quarter of a century ago. 


Beijing remains cautious about better relations with Moscow, but has made no secret of 
its wish for improved ties with East European countries, with which it says it has no 
political or strategic dispute, Western diplomats say. 


However, the Soviet Union is the final arbiter of improved relations between its East 
European satellites and China, analysts said, and news of Mr Honecker's likely visit 
follows Soviet overtures to China by Soviet leader Mikhail Gorbachev. 


In a speech in the eastern Soviet city of Vladivostok last week Mr Gorbachev offered to 
reduce Soviet military strength in Afghanistan and along the Sino-Soviet border -- 
which China says is amongst the obstacles to better relations between Beijing and 
Moscow. 


"If this visit comes off, it will be a significant signal from the Soviet Union to 
China," said one Western diplomat. "There's no question of Moscow not having given the 
visit the green light. The visit will allow the satellites to continue the improvement 
of their relations with China," the diplomat said. 


Western diplomats said China and East Germany had been discussing Mr Honccker's visit 
since last year, and that a recent trip here by his wife, East German Culture Minister 
Margot Honecker, indicated the visit would indeed take place. They said Mr Honecker, 
who is also General Secretary of the East German Communist Party, would visit Beijing 
in the capacity as president. Berlin and Beijing are on the point of deciding details 
of Mr Honecker's visit, and it is "very probable" that it will take place in the second 
half of October they said. 


In the past three years there have been more and more visits to China by East European 
dignitaries, notably by Horst Sindermann, president of the East German Parliament, and 
East German Vice-Premiers Gerhard Schuerer and Rudolf Schultze. 


During their visits Chinese President Li Xiannian and Chinese Communist Party General 
Secretary Hu Yaobang indicated that Beijing was ready to re-establish links between the 
Chinese and East European Communist Parties. 


The Romanian Communist Party was the only East European party not to follow the Soviet 
Communist Party's lead in severing ties [with] its Chinese counterpart when Beijing and 
Moscow fell out in the early 1960's because of idelogical and strategic differences. 
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DENG XIAOPING ON SEPARATION OF PARTY, GOVERNMENT 


0W050913 Shanghai JIEFANG RIBAO in Chinese 1 Aug 86 p l 


[Text] According to ZUZHI RENSHI XINXI BAO [4809 4930 0086 0057 0207 1873 1032 
ORGANIZATION PERSONNEL INFORMATION NEWS], Comrade Deng Xiaoping recently talked about 
the separation of party and government functions. He said: Separation of party and 
government functions should begin with the central authorities. The party must not 
interfere too much. This does not mean our party's leadership will be weakened since 
we uphold party leadership. The question is whether we are good at leadership or not. 
Interfering too much might weaken party leadership. He also said: Whether all our 
reforms can eventually succeed or not will, after all, be determined by the reform of 
the political structure. Reform of the political structure and reform of the economic 
structure should be interdependent and coordinated with each other. Our economic 
structural reform will fail if we do not reform our political structure because we will 
first of all face the personnel barrier. 


WAN LI URGES NO ‘BACKSLIDING' IN REFORMS 


0W051516 Beijing XINHUA in English 1450 GMT 5 Aug 86 


[Text] Beijing, August 5 (XINHUA) -- The ongoing reforms should be continued with no 
backsliding, said Vice-Premier Wan Li. 


He made this remark on Monday in a discussion with government officials of the Beijing 
Municipality, some urban districts and suburban counties. 


"I hope you will sum up your experience and push the reform forward," he told the 
officials. 


He reaffirmed his support for the leasing system now practised in some of the city's 
service trades as he was told that the employees' working enthusiasm has been raised 
and service has been improved as a result. Professional ethics, he said, is most 
important for commerce and service trades. The vice-premier also listened to reports 
on the capital iron and steel company and the city's Tianqiao department store. 


He pointed out that the reform should proceed from reality and said he hoped the 
officials would often report their experiences and make suggestions, which will be 
helpful to the central government in making decisions. The vice-premier has recently 
inspected a western district and a few rural counties, where he discussed urban 
construction and rural development with local officials. 


FEI XIAOTONG VIEWS POLITICAL STRUCTURAL REFORM 


HK060708 Beijing GUANGMING RIBAO in Chinese 30 Jul 86 pp 1, 4 


{Feature by GUANGMING RIBAO special reporter Li uw. ‘xi: "Professor Fei Xiaotong Talks 
About Reform of China's Political Structure"] 


[Text] Since returning from his European visit as a member of General Secretary Hu 
Yaobang's entourage, Professor Fei Xiaotong, vice chairman of the CPPCC National 
Committee, has quickened his work pace. When this reporter entered his study on Sunday 
afternoon, the 70-odd-year-old professor was bending over his desk writing. His broad 
forehead was oozing sweat. 


"Don't you take a rest?" this reporter asked Mr Fei. 
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“How can I take a rest?" he laughed heartily. "There is a lot of work to do and I am 
also behind with my writing commitments ..." 


"You also have to study and ponder over the reform of the political structure," this 
reporter chipped in. "Yes, this is a very important question, which should be placed 
on our agenda." 


Mr Fei said: When reform of the economic structure was discussed at the NPC and CPPCC 
meeting in March and April this year, many deputies or members discussed the 
relationships between reform of the economic structure and that of the political 
Structure, as well as the cultural development strategy. It should be said that 
politics and the economy are so closely related that they are inseparable. Economic 
reform calls for reform of the political structure and, without an all-inclusive 
political, economic, and cultural reform, the progress of reform of the economic 
structure will meet with difficulties. Like the economic structure, our existing 
political structure is chiefly copied from the Soviet pattern, plus China's old 
tradition and some special features. This structure has played its proper role in the 
past but it is obviously not in keeping with the current situation. For this reason, 
Deng Xiaoping and the other leading comrades of the CPC said that it is necessary to 
study the question of reforming the political structure, which is quite timely and 
shows great foresight. 


Question: This is a big topic. To be specific, how should we set about the reform of 
the political structure? 


Answer: First, it is necessary to streamline the administrative structure. We now 
have an unwieldy, duplicated, inflexible, and inefficient administrative organ. It has 
too many levels, excessively minute division of labor, and redundant personnel. The 
starting point of setting up so many institutions is not to suit the needs of the work 
but to find places for people. It smacks of "building temples for deities." One 
reason is that our industrial economy [chan pin jing ji 3934 0756 4842 3444] is so 
underdeveloped that there is no better way out than becoming officials. Moreover, our 
enterprises are predominantly state-run enterprises covered by state plans, employ...g a 
large number of administrative personnel having official positions. The result is 
unwieldy and overstaffed administrative organs, the practice of "everybody eating from 
the same big pot," and low efficiency. 


Question: We have consistently stressed simpler administration over the years. This 
shows that we have realized the defects of bloated organizations and have a sincere 
desire to reduce staff and to streamline the administrative structure. However, after 
working hard for many years, we have achieved very few results. What should we do in 
order to solve this problem? 


Answer: First, we should develop production by loosening the strings that tie up 
production so that administrative personnel can go to the production field to disply 
their abilities. In this way, they can have a bright future. I would like to stress 
here that we have been enlighted a good deal from the development of township 
enterprises. The township enterprises have broad prospects for development; they can 
provide employment for many feasible way of dispersing competent personnel. 


Second, there are a number of people in our organizations who are being both in ideas 
and in years. To speak unkindly, they are people who are accustomed to becoming 
officials and who do not have real ability and training. It is necessary to adopt a 
peaceful but decisive measure to get them out of the administrative organs. 
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There are now quite a few people who hold official positions in certain institutions 
but who are actually fec by the state. Since they are fed by he state, it might be 
better if we simply remove them from the institutions so that they no longer 
participate in the activities of the institutions. Naturally, we do not mean that 
these people have made mistakes. The principal problem is the defects of our 
institutions. It is necessary to make good arrangements for the livelihood of these 
people. In so doing we can streamline the administrtive structure and improve 
efficiency. In short, in dealing with the problem of streamlining the administrative 
structure, we should make a firm resolution, deeming it imperative to do so; and we 
should open up realistic and feasible channels. It is then possible to solve the 
problem. 


Mr Fei added: The second important aspect is to realize socialist democracy. We have 
adovated the slogan of democracy for many years and the clause on democracy has been 
explicitly laid down in our country's Constitution. However, due to "leftist" 
interference, we have not been able to genuinely realize democracy. For example, 
personality cults are antidemocratic. Why is it that some cadres abuse power, are 
reluctant to part with it, and refuse to step down? An important reason is also the 
lack of democratic supervision. Naturally, the democracy we refer to is socialist 
democracy. It is not something about election contests and voting. We should pay 
attention to the essence, that is, we should respect popular will, follow the mass 
line, genuinely listen to the voice of the masses, and not lay all sorts of obstacles. 
It is particularly necessary to let people air differing views. Of course, in airing 
views we should have a particular track. However, we should in no way raise the views, 
which have been aired in keeping with the track, to the high plane of principle and 
regard them as unorthodox opinions violating the four basic principles. We have 
experienced profound lessons in this respect. Due to the lack of democratic atmosphere 
anc the limited channels through which criticisms and suggestions may be communicated 
to the leadership, many people are unwilling to speak up or make criticisms. As a 
result, many good ideas have not been put forward; some have been put forward without 
producing any results. They have even caused a little trouble to the speakers. Now, 
we should create a genuinely democratic atmosphere, a relaxed and lively atmosphere in 
which people can speak out freely. 


Question: On the question of democracy, there has been a very wide gap between theory 
and practice over the years. Is it because our country has a poor foundation in 
democracy? Will you make some analyses on this in terms of history? 


Answer: In the modern revolution, China has followed the path of encircling the cities 
from the rural areas and has chiefly relied on the peasants as the main body in socring 
victories. We did not undergo the stage of bourgeois democracy. There is also a gap 
between the peasants and the working class. The feudal influence and the peasant 
mentality has obstructed the practice of democracy. Looking back on the past, we can 
see that many of our errors and mistakes originated from the peasant mentality. The 
peasants constitute the greatest majority of our population. Therefore, turning the 
peasants into workers (this change is not only in name but also in idea and concept) is 
still a major, long-term task. 


Question: Please discuss the methods of changing peasants into workers. 
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Answer: I have a conviction that it is absolutely necessary to move industry to the 
rural areas. That is to say, it is necessary to move industry to the rural areas and 
to integrate it with the peasants. This is a genuine reform for enhancing the quality 
of the citizens and their concepts. In the 1980's China's township enterprises have 
developed considerably. They have so far absorbed some 60 mil'tion peasants. I have 
been to the rural areas several times. The workers in these township enterprises are 
confident and unafraid and have many new concepts. If this momentum of development 
should continue, 300 to 400 million peasants in China will have become workers in 
township enterprises by the year 2000. This will be a marvelous change and herein lies 
our genuine hope. Now, failing to support township enterprises sufficiently, some 
local authorities find fault with, despise, or restrict the enterprises. They do not 
know that turning the peasants into workers is precisely a fundamental way out for our 
country and is the foundation of state administration. It is of great significance to 
the reform of China's economic and political structures and to the transformation of 
our citizens’ quality. 


Question: As a responsible person of the China Democratic League and the CPPCC's 
National Committee, what do you think of the role of democratic parties in the reform 
of the political structure and the building of socialist democracy? 


Answer: As an outcome of historical process, the united front under the leadership of 
the CPC has played a very important role. Under the new situation, it is even more 
necessary to bring into full play the role of the democratic parties and people fro.n 
all walks of life in airing views. As I see it, in political reform the relationship 
between party and nonparty persons and between the party and the masses must be greatly 
changed. Naturally, the initiative and the leading role must be in the hands of the 
CPC. 


Question: Recently you accompanied Comrade Hu Yaobang on a visit to Europe. What do 
you think of this practice? Can the fact that a responsible person of a democratic 
party has accompanied the general secretary of the CPC on a visit abroad be regarded as 
a signal of the reform of the political structure? 


Answer: It was Comrade Hu Yaobang who asked me to go with him. This is the first time 
since the founding of the PRC that a responsible person of a democratic party has 
accompanied a responsible person of the CPC on a visit abroad. During the visit we 
were on very friendly terms and there were no feelings of estrangement between party 
and nonparty people. I have peace of mind and am full of confidence. An English 
friend asked me whether the democratic parties are China's opposition parties. I said 
no. Our democratic parties work together for a common objective under the leadership 
of the CPC. Therefore, we are not in the least going too far if we regard this visit 
as a signal or beginning of the reform of China's economic structure. 


SHANGHAI PAPER DISCUSSES POLITICAL REFORM 


HK060712 Shanghai SHIJIE JINGJI DAOBAO in Chinese 21 Jul 86 p 11 


[Article by Wang Huning: "Heading for an Efficient and Democratic Political Structure" 
-- first paragraph published in italics] 


[Text] The requirement of the current reform of China's political structure stems from 
the rapid social, economic, and cultural development. It is also the necessary 
guarantee for further developing social economy and culture. [paragraph continues] 
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It implies the following: First, the reform of the government system, namely 
administrative reform, which pursues high eff:iciency; and second, the reform of the 
system of political power, namely, political reform, which requires democratization. 
These requirements, which are interrelated with the progress of China's economic reform 
and the quality of social politics and culture, can only be fulfilled in order of 
importance and urgency. If we go beyond this basic point, it will be impossible to 
achieve remarkable successes in the reform of the political structrre. 


The high tide of ‘China's economic reform is now surging over the structures and 
functions of the non-economic social systems. The reform and building of the political 
structure are now put on the agenda and have attracted the attention of the theoretical 
circles. In a society which is going all out toward modernization, what are the 
targets of the reform of the political structure? 


Before making an analysis of this issue, we should first affirm the following fact: 
The reform of the political structure is now being carried out in many countries and 
has become characteristic of the time. The economic, technological, social, and 
cultural fields have developed by leaps and bounds in the 20th century. Demands for 
politicai reform are being raised everywhere. Let us take stock of the world 
situation: After its victory in the elections, the French Socialist Party enacted the 
plan of delegating power so as to reform the long-standing political structure 
characterized by centralization of authority. In February this year, the 27th CPSU 
Congress officially raised the slogan of “further enhancing social democracy" and 
brought political reform into line with the general plan of overall reform. In 1985, 
Hungary enacted a new election law and elected members of the national assembly and 
parliaments with the candidates exceeding the number of seats so as to extend democracy 
of the political structure. As the mammoth democratic movement has shaken the 
political structure of South Korea, the authorities, have had to make certain 
concesssions. The military regimes in Latin America also handed state power back to 
the people. Many countries are carrying out political reforms to a greater or lesser 
degree to adapt themselves to the social and economic life which is developing with 
each passing day. The achievements of the study of modern political science indicate 
that a certain political structure should be suited to the historical, social, cultural 
conditions of a certain society. It takes shpae and develops amid the ecological 
conditions characterized by dynamic equilibrium and energy exchange. A certain 
political structure interrelates with the specific historical, social, and cultural 
conditions with a certain period. However, the course of history will change the 
historical, social, and cultural conditions. Consequently, the political structure 
should also make corresponding changes. The rapid, extensive, and profound changes of 
the histroical, social, and cultural conditions of human society in the 20th century 
have been rare in history. Thus, the common task confronting humanity in the 20th 
century is to build and reform the social and political superstructure and to go with 
the tide of historical development. 


The development of China's contemporary history has added a brilliant chapter to the 
annals of the world. Like other countries, China's political structure should also 
seek dynamic equilibrium with its current historical, social, and cultural conditions, 
namely the relations of adaptability. What are the forces that have pushed political 
reform ¢«g the forefront of China's structural reform? 
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They are the following profound changes that have taken place recently in China: 
First, the growing rural and urban economies and the market mechanism which is 
gradually taking shape have brought fourth a flourishing social life and unprecedented 
multi-lateral social relations. Second, the unprecedented reform of the economic 
structure carried out in China has laid down the new period for tie social development 
of contemporary China. Third, reform and opening up have called forth the people's 
initiave and creativity. The rich and varied cultural wealth created by humanity has 
been valued and applied in the building of the for modernizations and evolutionary 
changes have taken place in traditional culture. The relations between the above three 
factors, particularly the force of economic development, have transformed the structure 
of historical, social, and cultural conditions of the Chinese society. Thus, the 
political structure suited to the historical, social, and cultural conditions before 
the change should be reformed. Otherwise, it will hinder the further development of 
history, economy, and culture of the Chinese society. The reform of tie political 
structure does not originate from the people's subjective will. It is an objective 
demand, instead. 


It can be confirmed that the requirement of the current reform of China's political 
structure stems from the rapid social economic and cultural development and that it is 
the necessary guarantee for further developing social economy and culture. The 
political structure in the world today tends to combine economic functions with 
political functions. Because of the ownership system, such a combination is 
particularly prominent in the socialist countries. Thus, we can draw the following 
conclusion: In the socialist countries, each step forward in the economic activities 
and economic strength will directly call for reform of the political structure. In 
fact, with the elimination of the rigid pattern of the old economic structure, 
tremendous changes have taken place in the structure and functions of China's political 
system: The separation of party leadership from government administration and 
government administration from enterprise management, simplification of administrative 
procedures and delegation of power, delegation of power to lower levels, extension of 
enterprise decision-making power, the four requirements for cadres, and a series of 
reform measures constitute the vibrant notes in contemporary China's reform symphony. 
Today, we have explicitly put forward the task of studying the reform of the political 
structure. Under the environment of the reform of the economic structure and in light 
of the specific historical, social, and cultural conditions that have taken shape 
recently in China, we should make a study and probe the general trend and plan of the 
reform of the political structure. 


The combination of the economic functions and political functions of the current 
political structure has determined the following implications of the reform of China's 
political structure: First, the reform of the government structure, namely, 
administrative reform; and second, the reform of the system of political power, namely, 
political reform. The two factors are interrelative and causal. However, they also 
have their different features. The dual nature of reform of the political structure 
determines the dual nature of the targets of China's political reform: First, the high 
efficiency of the political strucure, that is, enhancing and perfecting the efficiency 
and capacity of the government organs by means of the reform of the political 
structrure so that they can become a mighty force pushing forward China's modernization 
program aud reform. [paragraph continues] 
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Second, the democratization of the political structure, that is, enhancing and 
extending socialist democracy by means of the reform of the political structure so that 
the people's will and demands are exressed in the political policy decisions and that 
the implementation of the line and principles of reform and opening up is ensured. 
These are two aspects of a target which supplement each other. The realization of each 
aspect depends on the development of the other. Nevertheless, they are not totally 
identical. Under given conditions, the differences between them are apparent and they 
play a different role in social life. 


The reform of China's economic structure has first called for the reform of the 
government’ structure. The defects of the government structure such as 
overcentralization of power, overstaffed organizations, bureaucracy, and overlapping 
organs have bec.'.e obstacles to the deepgoing development of the reform of the economic 
structure and weakened the efficiency of the government structure. In order to attain 
high efficiency, the main direction of the reform of the government structure should 
be: First, the relations of government power. As the reform of the economic structure 
is breaking through the old government structure, the jurisdiction of the central 
government organs, the lateral relations of power between the central government 
organs, the relations of power between the central and local governments, the lateral 
relations of power between the local governments, and the relations between government 
organs and enterprises should all be readjusted. Otherwise, it will be difficult to 
ultimately eliminate the rigid economic structure. Second, the ranks of cadres. An 
efficient government administration needs a modernized contingent of cadres and the 
fine quality of the ranks of cadres depends on a perfect cadre system, which includes 
training, selecting, recruiting, using, assessing, promoting, and exercising 
supervision over cadres. At present, the reform of the cadre system is an extremely 
important link of the reform of the government structure. Third, the establishment of 
government organs. In order to suit the needs of the transformed economic relations 
and relations of administrative power, it is necessary to appropriately readjust the 
establishment of govicrnment organs and reorganize the overlapping and incompetent 
organs. Whether a government organ is reasonably established has a direct bearing on 
the function of the government structure. Fourth, the process of a government. The 
government structure has the characteristics of both a static and a dynamic state. Its 
dynamic state is expressed in the process of government activities. The reform of the 
government process includes administrative methods, means, procedures, and ideas. 
Although a government structure should not be confined to the above four major aspects, 
they are the top priority tasks in the current reform of China's political structure. 


The reform of the system of political power and the reform of the government structure 
complement each other. They constitute the reform of the political structure on the 
whole. The reform of the system of political power is also the inevitable demand of 
China's social economic and cultural development. A highly efficient government 
structure is required to promote economic development and a democratic system of 
political power is required to ensure the development of the economy and ensure that 
the activities of the political structure will accord with the people's will. Viewed 
from the democratization of the system of political power, the orientation of the 
reform should be: First, the relations between the party and government. A scientific 
system should be established to ensure effective party leadership over the entire 
society and division of work between party and government so that there is a 
distinction between state and party affairs. In China, the resolution of the 
functional relations between the party and state is the premise of the establishment of 
a political structure with Chinese characteristics and the premise of democratization 
of the political life. [paragraph continues] 
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Second, the system of the people congress. The system of the pevple's congress is the 
basis of the system of China's pclitical power. How to give fvil play to the role of 
the system of the people's congress, how to perform the functions of the people's 
congress as the organs of state power, and how should the people's congresses at 
various levels effectively carry out work are the keys to political democracy. The 
reform in this field is particularly important. So long as the functions of the system 
of the people's congress are perfect, it will be able to merge the people's will with 
the political structure and fully embody socialist democracy. Third, mass autonomy at 
the grassroots levels. Mass autonomy at the grassroots levels is a major 
characteristic of China's social life, which is seldom to be seen elsewhere in the 
world. Althorgh the neighborhood and village committees are not the internal factors 
of the political structure in form, if their role is fully exploited, the corresponding 
grassroots organizations of mass autonomy are established in various fields, and an 
organic link is maintained between themselves and the political structure, they will 
become the solid foundation of China's socialist democracy. Fourth, political 
process. Political process also refers to the static state of the system of political 
power. Political process covers much ground. The main orientation of the reform in 
this field is to establish an open political process which is the basic feature of the 
contemporarily democratic political process. An open political process actually means 
that the political structure can, through a certain channel and mechanism absorb and 
contain the will and aspiration of various strata and fields, eventually arriving at 
the comprehensiveness of the best results. Naturally, the above four factors 
constitute only a part rather than the whole of the reform of the system of political 
power. An essential purpose of the reform of the system of political power or the 
hallmark of socialist democracy lies in “transparency” of the p‘ litical process. A 
political structure with a high degree of democracy should be highly “transparent."' In 
other words, the people should take part in administration and exercising supervision. 
In addition, we should develop democratic administration and socialist freedom and 


equality. 


After the targets are set, we must also have a series of scientific steps and specific 
plans to attain the targets. The reform of the political structure is a complicated 
project. The reform of the government strucutre and the reform of the system of 
political power should also be carried out in order of importance and urgency. The 
historical, social, and cultural changes brought forth by the mammoth reform have first 
claled for the reform of the government structure. With the further development of the 
economy and the reform of the government structure, the reform of the system of 
political power will inevitably become an indispensible link in China's reform project 
as a whole. A highly efficient and democratic political structure is closely related 
to the historical, social, and cultural conditions of a certain society. If we go 
beyond this basic point, it will be impossible to achieve remarkable successes in the 
reform of the political structure. From a long-term point of view, the building and 
development of the political structure are closely linked with the politics and culture 
of a certain society. Strengthening political and cultural building and transformation 
is an indirect as well as an extremely important work to reaiize a highly efficient and 
democratic political structure. 


The reform of the political structure is the inevitable demand of the reform of China's 
economic structure. It is an important factor in China's move toward modern zation and 
also the major premise for China's revitalization and for China to gain a foothold 


among the advanced nations. 
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OVERSEAS RENMIN RIBAO ON ECONOMIC REFORM 


0W051138 Beijing XINHUA in English 0700 GMT 5 Aug 86 


[Text] Beijing, August 5 (XINHUA) -- The on-going economic reforms are changing some of 
the conventional ideas of the Chinese people, according to the “PEOPLE'S DAILY" 
(OVERSEAS EDITION). 


Quoting a irticle from the “CHONGQING -AILY", it says that people are beginning to pay 
attention to creating wealth through commodity production. In constrast, the majority 
of the Chinese people used to regard land and labor as the only source of property. 


People now pay more attention to mental work using science and technology to boost 
production instead of achieving economic results only with strength and political 
movements. 


The new concepts of “getting rich by hard work", “pursuing common prosperity through 
working” and “the purpose of production is for consumption while consumption can boost 
production" are being accepted. Many people have quickened their tempo of life during 
the current conomic reform and seek time to get market information to make better 
products. 


In the past, individual interests were often ignored. At present, people are trying to 
link their personal interests with the development of social production by coordinating 
the interests of their own, their collectives and the state. 


MAO ZEDONG THOUGHT EXPONENT HONORED ON STAMPS 


0W060726 Beijing XINHUA in English 0653 GMT 6 Aug 86 


[Text] Beijing, August 6 (XINHUA) -- A set of two stamps will be issued August 15 to 
mark the 80th birthday of Wang Jiaxiang (1906-74), the first exponent of Mao Zedong 
Thought. 


Wang Jiaxiang, who joined the Communist Party of China in 1928, was a leader of the 
Chinese Communist Party for a period after 1938. In 1943, he wrote a political essay 
entitled "The Chinese Communist Party and the Emancipation of the Chinese Nation", in 
which he proposed the "Mao Zedong Thought" idea. After 1949, he was once member of the 
Secretariat of the Party Central Committee and vice-foreign minister. 


The new stamps have a face value of eight fen and 20 fen, respectively. 


RENMIN RIBAO ON MODERNIZATION OF PLA NAVY 


HKO51140 Beijing RENMIN RIBAO in Chinese 28 Jul 86 p 4 


["Feat.wing" by XINHUA reporter Huang Caihong and XINHUA correspondents Wu Longhua and 
Sun Heongjin, exclusive to RENMIN RIBAO: "The Sea Dragon Soars -- Notes on the 
Modern'zation of the People's Navy") 


[Excerpts] [passage omitted] At a naval port, we arrived at the dock where guided 
missile destroyer clusters berthed. We saw dozens of submarines armed with guided 
missiles and large-sized oil and water supply ships strung out in a long line along the 
1,000-meter-long dock. They looked just like a great steel wall on the sea. They 
belonged to the first guided missile destroyer unit of the People's Navy. 
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When the unit was formed in the mid-1950's, it had only two foreign-made old-type 
torpedo-boats. Today more anri more new-type guided missile destroyers domesticaly 
designed and manufactured have entered the unit's combat series. [passage omitted] 


We happily learned that many captains of the guided missile destroyers, guided missile 
escort vessels, and submarines armed with guided missiles were young people at their 
twenties or thirties. Two or 3 years ago, they were still “fair-—complexioned young 
scholars" in universities but now they have become outstanding warship officers. Under 
various complex sea conditions, whether in coastal waters or in the open sea, they are 
capable of making accurate judgements on the movements in the air over the sea, on the 
sea surface, and under the sea and directing the warships in patrolling our territorial 
waters. [passage omitted] 


In June, the sea and ocean waves are raging under a scorching sun and the flight 
training of the People's Navy airmen is all the more in the full swing. At a sea 
landing site we watched a demonstration flight by new-type seaplanes made in China and 
deeply felt that the People's Navy air unit, armed and planes made in China, various 
functions and with highly effective attacking capability and high mobility had become. 
an important fighting force on the sea. [passage omitted] 


RESEARCHER STUDIES NUCLEAR CASUALTIES 


0W051009 Beijing Domestic Service in Mandarin 1100 GMT 4 Aug 86 


[Text] After 22 years of work, Wang Dewen, deputy director of the Experimental 
Pathological Department of the Academy of Military Medical Science, has completed six 
research projects, including the study of casualties from nuclear weapons, thur 
providing China with scientific information on protective measures to be adopted in 
event of a surprise nuclear attack. 


Prior to China's first nuclear test in 1964, Wang Dewen, after arriving at a nuclear 
test ground in northwest China, discovered that there was a shortage of fresh water at 
the test base. Wang Dewen and his comrades in arms did not mind drinking and using 
saline water, but animals used in the experiments were given fresh water, which had to 
be hauled over 100 kilometers. 


Wang Dewen took part in 17 nuclear tests, during which he dissected 733 of the more 
than 2,300 experimental animals and studied more than 100,000 slides in his 
pathological research. He and his comrades in arms were the first to publish in 
scientific journals at home and abroad the law of burns on particular parts of the body 
caused by a nuclear explosion and the law of burns on crystalline lens caused by 
radiation. They thus made important contributions to upgrading national defense 


modernization. 


MEETING HELD ON BUILDING CIVILIZED VILLAGES 


0W030510 Beijing XINHUA Domestic Service in Chinese 1303 GMT 1 Aug 86 
[By RENMIN RIBAO reporter Xiao Du and XINHUA reporter Jiang Shan] 
{Excerpts} Shijiazhuang, 1 Aug (XINHUA) -- How can the construction of civilized 


villages and towns be intensified in the new situation, when the nation's rural areas 
have started their second-stage reform? 
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According to the national conference on the construction of civilized villages and 
towns -- which closed in Baoding, Hebei, on 31 July -- to build more civiiized villages 
and towns we must, om the basis of promoting rural reform and commodity economic 
development, persist in simultaneously promoting spiritual and material construction, 
pay attention to improving the peasants’ qualities, and constantly improve and 
strengthen leadership in the work in this regard so that material and spiritual 
construction in the rural areas can proceed harmoniously. 


During the conference, which was sponsored by the CPC Central Committee Propaganda 
Department and the CPC Central Committee Secretariat's Rural Policies Research Office 
(RPRO], RPRO Deputy Director Xie Hua spoke on second-stage ceform in the rural areas 
and intensifying the construction of civilized villages ard towns. Xing Chongxhi, 
secretary of the Hebei Provincial CPC Committee; Song Yingqi, director of the PLA 
General Political Department Mass Work Department; and representatives from all 
provinces, autonomous regions, and municipalities under the central government -- as 
well as major PLA units, People's Armed Police Units, and reievant central organs -- 
discussed their experiences and problems in building civlized villages and towns with 
the local people over the past several years. They also visited some model villages 
and towns in Baod‘ng areas. [passage omitted] 


In their discussion, the attendees pointed out that construction of civilized villages 
and towns has been affected by some problems. For example, some people still Jo not 
clearly understand the project's guidling thought. Instead of building civilized 
villages and towns on the basis of carrying out rural reform and economic construction, 
they think that “as long as commodity economy has developed, construction of civilized 
villages and towns will be accomplished naturally." In particular, the organization 
and ideological situation of many rural party organizations cannot keep up with the 
development of the situation, some party members and cadres in the rural areas have not 
acted as vanguards and models, certain outmoded customs and unhealthy phenomena have 
reappeared in some localities, and the feudal society's superstitious activities have 
again gained ground. They reported that the situation is quite serious in some areas. 
[passage omitted] 


Discussing how to enhance the construction of civilized villages and towns, the 
attendees unanimously maintained that it is important to improve the peasants’ 
quality. In this regard Baoding in Hebei provides useful experiences: In recent 
years, Baoding has strived to improve the peasants' quality on the basis of helping 
them to become affluent. Through carrying out ideological education among the peasants 
-- which includes discussion of socialist operations throughout the prefecture -- and 
helping the poor become affluent with expert advice and examples set by affluent 
nouseholds, Baoding has gradually helped the peasaats do away with outmoded thinking 
and understand some new concepts -- concepts that are essential in the new age, such as 
those about value, information, expertise, competition, and market, as well as 
childbearing. [passage omitted] 


In his concluding speech at the meeting, Wang Daming, deputy head of the CPC Central 
Committee Propaganda Department, said: First, county and rural party and government 
organs must intensify their leadership of the work to build civilized villages and 
towns. They must understand, without fail, that they should serve the construction of 
civilized villages and towns and serve grassroots-level units. 
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Secondly, instead of trying to achieve “arbitrary uniformity." we should continue to 
uphold the policy of “providing active leadership and enthusiastic support, ensuring 
steady development, and achieving actual results;" plan earnestly; and provide guidance 
according to the nature of different situations, so as to achieve gradual development 
and improvement. Third, we must proceed from actual needs, respect the masses’ wishes, 
and earnestly solve the most pressing problems of their production and living. Fourth, 
we should encourage army men and workers to work with civilians and peasants to build 
civilized villages and towns. Fifth, we should give full scope to the functions of all 
departments and mobilize all social quarters to support construction of civilized 
villages and towns. Sixth, we should set up an appealing and militant backbone 
contingent for building civilized villages and towns. Seventh, we shwld intensify 
theoretical study on the construction of civilized villages and towns and constantly 
sum up our experiences in the course of doing actual work, so that our work in building 
civilized villages and towns can be steadily improved. 


TIAN JIYUN ADDRESSES NATIONAL FINANCIAL MEETING 


0W051444 Beijing X.NHUA in English 1436 GMT 5 Aug 86 


[Text] Beijing, August 5 (XINHUA) -- China will strive to achieve a "balance between 
revenue and expenditure” this year by mainly cutting down on expenditure, according to 
Vice-Premier Tian Jiyun. 


"To do this, we must also try to expand production and open new revenue channels," Tian 
told a national financial conference here Sunday. His remarks were released today. 
Tian is also a member of the Political Bureau of the Chinese Communist Party Central 
Committee. 


He predicted that China will reap a good harvest of autumn grain -- mainly rice -- this 
year if no serious disasters hit large areas. "We must always pay close attention to 
grain production,” he noted. 


The country's industrial output value is expected to rise 5.5 percent in the first 
seven months of this year from the same period in 1985. "On the whole, industrial 
growth is normal and is keeping an appropriate growth rate," he said. Moreover, the 
market countrywide is now brisk, while prices remain much the same as in the second 


half of last year. 


"The reform of China's economic structure is progressing well," he said, adding that 
"lateral economic cooperation" among enterprises encouraged by the government is 


expanding. 


The State Council, China's highest governing body, is making extensive investigations 
into concrete steps for the reform over the next two years. The guideline is to draw 
up a comprehensive plan, relate reforms to one another and carry them out in stages, he 
told the conference. 


He also called for the reform of China's political system to promote the ongoing 
economic reform. "We'll draw up a reform plan after investigations and soliciting 
opinions from all sources," he said. 


"The reform of political system by no way means negating our country's socialist 
system," he stressed, noting that the reform of what does not mesh with the economic 
basis in the present political system will serve as "“self-perfection and strengthening" 
of the socialist political system. 


"The political reform will be carried out under unified leadership, and in a pianned 
and step-by-step manner," he said in conclusion. 
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PEASANTS EARN MORE FROM RURAL INDUSTRY, SERVICES 


QW051212 Beijing XINHUA in English 1203 GMT 5 Aug 86 


[Text] Beijing, August 5 (XINHUA) -- Chinese peasants have achieved big increases in 
their incomes from non-agricultural sectors in the past two years following the 
country's restructuring of its rural economy. According to the State Statistics 
Bureau, the income from the rural industry, construction, transport, commerce and 
service trades last year accounted for 44.3 percent increase over the previous year. 
In economically-developed East China, the total output value of rural industry and 
service trades surpassed that of agriculture. This has shown a historical change in 
the structure of the rural income in China, which has been an agricultural country for 
several thousand years. The average per capita income of the Chinese peasants was 397 
yuan last year. 


In the past year, the Chinese government has encouraged development of rural industry 
and service trades in an effort to modernize its agriculture and develop commodity 
production. The Chinese peasants have also benefited from the development of -forestry, 
animal husbandry, side-line production and fisheries. The total income they generated 
last year accounted for 35 percent of the total agricultural income, as against 20 
percent in 1980. It is learnt that the total income from rural enterprises run by 
townships and villages throughout the country last year makes up 30.5 percent of the 
total rural income. Last year, the average income from rural industry and service 
trades increased by 34.6 percent. However, that from agriculture registered only a 5.4 
percent increase. 


BAOSHAN IRON, STEEL WORKS COMPLETES TRIAL PERIOD 


OWO11708 Beijing XINHUA in English 1353 GMT 1 Aug 86 


[Text] Shanghai, August 1 (XINHUA) -- Boashan Iron and Steel Works in Shanghai Began, 
as of today, producing, according to mandatory quotas from the state, indicating the 
ending vf its one-year trial operation, a spokesman for the works announced. Since 
July 31, 1985, the works has produced 1.97 million tons of iron, 1.66 million tons of 
steel ingots and 1.36 million tons of billets -- more than expected, the spokesman 
said, adding that the daily output of the major equipment approached the designed 
standards during the one-year trial operation. Construction of the work began in 
1978. The one billion yuan first phase construction included a blast furance 4,000 
cubic meters in volume, a bloom plant with two mills and a converter, the furnance and 
converter being the largest in China. 


STATE COUNCIL MINISTRIES TIGHTEN EXPENSES 


0W051345 Beijing XINHUA Domestic Service in Chinese 0652 GMT 5 Aug 86 


[By reporter Yang Like] 


[Excerpts] Beijing, 5 Aug (XINHUA) -- Ministries under the State Council have taken 
the lead in following the central authorities’ instructions on tightening 
administrative expenses and have made some progress this year. 
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In the first half of the year, their actual administrative expenditures accounted for 
44.8 percent of the annual budget, a decrease of 2.43 percent as compared with the same 
period last year. [passage omitted] 


The problem now is that the efforts made by the ministries under the State Council to 
cut administrative expenses in the first half of the year were not very balanced. 
There were 26 ministries whose actual administrative expenses accounted for less than 
50 percent of the annual budget. However, a few ministries still exceeded this 
percentage. 


Some time ago, the State Council reiterated the need to cut down on administrative 
expenses. A responsible person of the department concerned of the State Council 
pointed out: As a rule, there will be factors affecting an increase in administrative 
expenses in the second half of the year. Therefore, all ministries should follow the 
State Council's instructions and not take them lightly. Leading comrades at all 
departments should pay extraordinary attention to strictly controlling administrative 
expenditures, take steps to eliminate waste, and strive to score better results. 


NEW CHANNEL FOR COOPERATION WITH FOREIGN FIRMS 


0W041416 Beijing XINHUA in English 1341 GMT 4 Aug 86 


[Text] Beijing, August 4 (XINHUA) -- China's small and medium-sized enterprises have a 
new channel for carrying out cooperation with foreign firms, the Overseas Edition of 
PEOPLE'S DAILY reported today. 


The Coordination Center for External Cooperation of Chinese Small and Medium-sized 
Enterprises, which was founded in Beijing earlier this year, has set up business 
relations with foreign enterprises from more than 20 countries through their 
representative offices and embassies in Beijing, the paper said. 


The center serves as a bridge between the Chinese and foreign enterprises, said 
director Wu Qian. 


As its name implies, it coordinates nationwide cooperation with foreign companies under 
the instructions of the State Economic Commission. It helps resolve difficulties and 
disputes arising in the course of cooperation, and it provides timely information 
needed by both sides, Wu said. 


As an example, the center has succeeded in developing cooperation between a state of 
Federal Germany and enterprises in Suzhou, Wuxi and Changzhou -- in Jiangsu Province -- 
after a business trip to the European country. 


The center has also helped other enterprises in Anhui, Shaanxi, Shanxi, Sichuan and 
Beijing find overseas partners the paper said. 


OVERSEAS RENMIN RIBAO ON RENEWED TAX BREAKS 


0W281102 Beijing XINHUA in English 0744 GMT 28 Jul 86 


[Text] Beijing, July 28 (XINHUA) -- The Chinese Government has decided to renew its 
income tax break on foreign firms’ leasing and interest income earned in China. The 
reduction will continue through December 1990, according to a report today in the 
Overseas Edition of the "PEOPLE'S DAILY." 
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The paper quoted an official of the Finance Ministry as saying that renewal of the tax 
break -- retroactive to January 1 of this year -- is "one of the liberal measures" 
adopted by the Chinese Government to encourage foreign investment. 


The original regulations issued by the Finance Ministry took effect on January 1, 1983, 
and applied to interest on loans, advances and deferred payments involved in contracts 
signed between 1983 and 1985. 


The tax provisions also applied to earnings from leasing by foreign firms of equipment 
to Chinese companies after prices of such equipment were deducted. 


"The provisions have, over the past three years, promoted Sino-foreign economic 
cooperation," the official said. 


30 KILLED BY FLOODING IN NORTHEAST PROVINCES 


HK060431 Beijing CHINA DAILY in English 6 Aug 86 p 1 
[By staff reporter Wu Jingshu] 


[Text] Floods caused by torrential downpours have killed 30 people, inundated 1,530 
villages in 10 cities and washed away crop from nearly 80,000 hectares of farmland in 
Northeast China's Liaoning Province, CHINA DAILY was told yesterday. 


More than 250,000 hectares of farmland and tens of thousands of houses were under water 
as continuous rains washed away more than 350 river dikes and destroyed 86 bridges 
along the Aihe and Taizhi river in eastern Liaoning and the Liaohe River in northern 
Liaoning in the past week. 


Crop losses are estimated at more than 800,000 tons of grain, according to Sun Yupeng, 
a provincial official. 


Sun told CHINA DAILY in a telephone interview that flooding along the Liaohe, the 
province's largest river, is expected to surpass last year's levels. The flood crest 
yesterday had already exceeded last year's record 2,050 cubic metres per second to 
reach 2,300 cubic metres per second. 


"However, flood damage is not expected to equal last year's disaster because we are 
better prepared for emergency and have reinforced river embankments," Sun said. 


Last year's flooding was caused by the typhoons coming from the south. Floods this 
year brought on by continuous heavy rainstorms which have hit both northern and eastern 


Liaoning since mid-July. 


More than 200 millimetres of rain were registerd in Changtu in northern Liaoning, and 
in Xinbing and Kuandian in eastern Liaoning with 24 hours. 


Water cresting at 8,000 cubic metres per second caused the Aihe River near the 
China-Korean border to swell and flooded part of the Shenyang-Dandong and 


Fengcheng-Shanghekou railways. 


Precipitation in Liaoning Province last month surpassed the previously July record by 
as much as 80 percent. More rains are expected this month as another powerful 
atmospheric low is moving toward Northeast China from the Pacific, according to a 
recent warning from Central Anti-Flood Headquarters in Beijing. 
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Liaoning provincial officials have issued an alert to officials at all levels "to 
mobilize every available means" in an all-out effort to handle the emergency. 


Efforts are now being concentrated on buttressing dikes along the Liaohe and Aihe 
rivers. 


Relief workers and equipment are being rushed to stricken areas to rescue the stranded 
and pump water from villages, Sun said. 


Meanwhile, relief operations are continuing in Jilin Province north of Liaouing, where 
more than 1 million people and soldiers have been mobilized to fight flood waters that 
have affected nearly 2 milion people and 1 million hectares of farmland since early 


July. 


Last year, two consecutive typhoons swept the three northeast provinces of Liaoning, 
Jilin and Heilongjiang in late August, causing more than 200 deaths and billions of 
yuan in property losses. 


DENG PUFANG VISITS JILIN PROVINCE 5 AUG 


SK060707 Changchun Jilin Provincial Service in Mandarin 0930 GMT 5 Aug 86 


[Text] Deng Pufang, director-in-chief of the China Welfare Fund for the Handicapped, 
arrived in Changchun on the evening of 4 August. 


On the morning of 5 August, after listening to the report on the province's social 
welfare work, he pointed out: We should proceed from the overall situation of being 
conducive to reform and promoting social stability and unity to carry out the social 
welfare services; consolidate the achievements in this regard; focus the socialist 
spiritual civilization on respecting, understanding, and helping the handicapped; and 
disseminate the deeds of the fine handicapped representatives to arouse the people's 
enthusiasm for he four modernizations and to promote a further turn for the better in 
special conduct. 


Gao Wen, vice governor of the province, met with Comrade Deng Pufang on the morning of 
5 August. In the afternoon, Comrade Deng Pufang visited several welfare projects and 
talked with handicapped workers. 


LI PENG MEETS ADVANCED SPORTS REPRESENTATIVES 


0W051217 Beijing XINHUA Domestic Service in Chinese 1541 GMT 4 Aug 86 


{By reporter Zhao Changchun] 


[Text] Dalian, 4 Aug (XINHUA) -- Li Peng, member of the Political Bureau of the CPC 
Central Committee and vice premier of the State Council, this morning received 
representatives of advanced sports workers from various provinces, municipalities, and 
autonomous regions attending the Second College Student Games. 


Today, he also received representatives of those who were invited to see the games and 
representatives of athletes of various sports delegations and had pictures taken with 
them. 


Taking part in today's meeting included He Dongchang and Zhou Shiyan, vice ministers in 
charge of the State Education Commission; Song Defu, first secretary of the CYL Central 
Committee; He Zhenliang, vice minister in charge of the State Physical Culture and 
Sports Commission; and concerned leading comrades of Liaoning Province and Dalian City. 


C—O 
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NEW WEAPONS ACCELERATE ARMY MODERNIZATION 


HKO50751 Beijing XINHUA Hong Kong Service in Chinese 0335 GMT 1 Aug 86 


[Text] Beijing, 1 Aug (XINHUA) -- In recent years, departments of science, technology, 
and industry for China's national defense have successfully developed a number of new 
modern weapons and PLA units have been equipped with these newly-developed weapons in 
succession. This has accelerated modernization of the army of our country. 


In conventional weapons, China has developed a number of new tanks, automatic guns, 
rocket launchers, anti-tank missiles, warships, interceptors, bombers, attack planes, 
reconnaissance planes, drones, and extra-light planes as well as some new electronics, 
telecommunications, engineering, and antichemistry military equipment. 


At the same time, China has also made new breakthroughs in research of strategic 
weapons and astronautic technology. 


These achievements of scientific research have greatly strengthened the firepower, 
assault power, mechanized power, protective power, and quick reaction capability of the 
Chinese Ariy. 


Over the past few years, China's department of science, technology, and industry for 
national defense has changed its structure of producing war equipment alone and shifted 
a large amount of technology and equipment to economic construction. The war industry 
has established over 400 production lines for civilian products and promoted more than 
300 kinds of consumer goods. According to figures, the output value of consumer goods 
produced by our country's war industry in 1985 increased by 200 percent over 1980. 


NAVAL VESSELS TO BE NAMED AFTER RIVERS, CITIES 


0W041324 Beijing XINHUA Domestic Service in Chinese 0657 GMT 4 Aug 86 


[Text] Beijing, 4 Aug (XINHUA) -- Beginning this year on Army Day, 1 August, the PLA 
Navy will name its large and medium-sized vessels after Chinese mountains, rivers, and 
cities, according to JIEFANGJUN BAO. 


The PLA Navy began naming its vessels in the 1950's. This practice was discontinued 
later for various reasons. To facilitate the building of a regular navy and 
international exchange and to inspire the cadres and soldiers to love the motherland 
and cherish the sea and vessels, the Navy's leading body has obtained the approval of 
the General Staff Department to restore the practice of naming naval vessels after 
Chinese mountains, rivers, and cities. 


After the resumption of the practice, a vessel will be officially named and an ensign 
and certificate will be presented to the named vessel. The vessel will hold a naming 
ceremony in accordance with the regulations governing naval vessels. 
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RENMIN RIBAO ON SHANGHAI REFORM DISCUSSION 


HKO40947 Beijing RENMIN RIBAO in Chinese 28 Jul 86 p 5 


("Academic Trends" column by Shang Xuanli: “The Policy of Opening Up to the Outside 
World and Invigorating the Domestic Economy and Conceptual Reform -- A Briefing on the 
Symposium of Shanghai Theoreticians on Reform Theories"] 


[Text] On 28 and 29 May at the "Symposium on the Theories of Reform Under the Present 
Conditions" cosponsored by the Propaganda Department of the Shanghai Municipal CPC 
Committee, the Shanghai Federation of Social Science Associations, and other units, a 
discussion on the “policy of opening up to the outside world and invigorating the 
domestic economy and conceptual reform" unfolded among Shanghai theoreticians. The 
participants in the symposium held that because the economic reform and _ the 
implementation of the policy of opening up to the outside world have been giving rise 
to acute conflicts between new and old concepts in the social life in our country, it 
is necessary to vigorously break away from outmoded concepts and adopt new ones to keep 
abreast of the times and to launch the reform and the drive of opening up to the 
outside world on a full scale. Therefore, one must update and deepen one's 
understanding of the building of socialist spiritual civilization within the framework 
of the current reform and the opening up drive. 


The participants in the symposium concentrated their discussion on the following 
questions: 


Thoroughly Discarding the Outworn Concept of “Chinese Learning for the Essential 
Principles and Western Learning for the Practical Applications;" Having a Correct 
Understanding of the Influx of Foreign Culture 


Some comrades hold that the attitude toward the introduction of foreign culture is one 
of the most controversial issues in the process of China's modernization. In the 
current reform and the opening up process, foreign capital and technology have been 
used by China in its modernization program, and some foreign management systems, 
methods, and experiences have been gradually introduced into the country. However, 
opinions diverge on whether foreign culture should be imported. This issue is not only 
related to the appraisal of foreign culture (mainly Western culture) but mainly to the 
understanding of China's traditional culture. A view that has lulled the Chinese 
people for many years maintains: "Although China lags behind other countries in the 
field of material civilization, it has an advanced spiritual civilization." From this 
view is derived the doctrine of "Chinese learning for the essential principles and 
Western learning for the practical applications." Some comrades have pointed out: The 
reason the theory of "Chinese learning for the essential principles and Western 
learning for the practical applications” is regarded as outmoded is nwt because it 
ignores the backward aspects of the traditional Chinese culture in coutrast with 
certain advanced ingredients of Western culture, but because it ignores the changes in 
the world's development trends and sticks to the pedantic mentality of the “great 
central state” which prevents the Chinese culture from positioning itself as an equal 
member among other cultures and from participating in normal dialogue and exchange with 
the cultures of other nations in the world. The outworn doctrine of "Chinese learning 
for the essential principles and Western learning for the practical applications" has, 
in fact, ossified and deified traditional culture and placed cultural tradition before 
the nation's fate. These comrades sharply point out that a nation is the carrier of a 
particular culture. [paragraph continues] 
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As the saying goes: "With the skin gone, what can the hair adhere to?" Therefore, we 
must evaluate a nation's culture and sort it out in light of the conditions of the 
mation. Today, as we are striving for socialist modernization, we should especially 
completely discard the outworn concept of "Chinese learning for the essential 
principles and Western learning for the practical applications,” face reality without 
concealing shortcomings for fear of criticism, achnowledge the backward ingredients of 
China's traditional culture, use foreign culture for reference in a scientific way, and 
thus, develop the Chinese national culture into a dynamic, ever-flourishing, 
diversified, and open culture ranking among the advanced cultures of the world. 


Of course, in handling foreign culture, we must distinguish the essence from the 
dross. But the appraisal of the essence and the dross is a historical process of 
practice. There will be no scientific appraisal without a comprehensive understanding 
of foreign culture. 


Some comrades point out: The reason the theory of "Chinese learning for the essential 
principles and Western learning for the practical applications” is wrong is because it 
attempts to separate science and technology from the cultural structure as a whole. 
Both Chinese and foreign histories show that in introducing foreign advanced 
technology, one must evaluate it against its cultural background and treat it as a part 
of a complete system; otherwise ome cannot do a 700d job in learning advanced 
technology, still less bring about modernization. 


Establishing a "Group of New Concepts" With Scientific Socialism as its Core 


Some comrades hold that as society is a systematic whole, the concepts reflecting 
social being naturally form a whole, of which different parts are closely linked to 
each other laterally or vertically. Therefore, the evolution of concepts is not the 
rerzwal of individual concepts but the updating of a whole "group of concepts," which 
calls for the study of the evolution of concepts as a systems engineering projects. We 
must be aware that all the outworn concepts that hamper the current reform and the 
implementation of the opening-up policy are mainly products of the long-standing 
tradition of the feudal natural economy. Although these concepts show up in different 
forms in various aspects of social life, all of them carry feudal, conservative, 
unenlightened, and ossified features. Closely linked together laterally or vertically, 
they form a "group of old concepts" which hampers the further development of the reform 
and the implementation of the opening-up policy. In order to break away fron this 
“group of old concepts," the most important task for us is to introduce a change in the 
old social being, to competely reform the old economic structure, to persist in 
promoting the socialist commodity economy, to establish a new economic structure and 
improve it, and to gradually build up a "group of new concepts" with scientific 
socialism as its core. On the basis of all the above efforts. Characterized by an 
open mentality, enterprising spirit, and originality, this "group of new concepts" also 
carries an outstanding feature -- it advocates diversified development in various 
aspects of social life. For example, as far as the understanding of socialism is 
concerned, the "group of new concepts” replaces the unitary social development mode 
with a variety of modes and replaces the unitary economic structure with a diversified 
socialist economic structure which has public ownership as its main body. It would 
rather tolerate the coexistence of different social systems with the socialist system 
as the main body (for example, the idea of "one country, two system") than totally rule 
out all other social systems. 
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In addition, the “group of new concepts" advocates diversified development with 
socialism as the mainstay in various aspects of social life such as politics, 
economics, culture, and art, so as to bring about a relaxed situation imbued with 
vitality and to ensure that the reform will be carried on, the opening up policy will 
be implemented smoothly, and the modernization program will develop along the right 
track. 


Setting a Real Standpoint in Our Ideological and Political Work While Engaging in the 
Reform and Implementing the Opening-up Policy. 


On what should our ideological and political work be based as we now engage in the 
reform and implementing the opening-up policy? When discussing this question, some 
comrades pointed out: Some specious traditional concepts have been labelled as Marxist 
views and are being inculcated in te people through the channel of ideological and 
political work, adversely affecting our efforts to mobilize the people to plunge into 
the reform. For example, in the progaganda and educational drive on the “two 
civilizations, " an outworn viewe has been reiterated, stating that "China has a poor 
material civilization but an advanced spiritual civilization, while the West has an 
advanced material civiliation but a poor spiritual civilization. This view has in fact 
negated the urgency and necessity of the building of spiritual civilization. On the 
other hand, in order to emphasize the importance of the building of spiritual 
civilization, the seriousness of some issues emerging in the reform and the opening up 
process has been exaggerated, and thus the reform and the opening up process have been 
set against the building of spiritual civilization. The view that “the present is 
inferior to the past” has been voiced, saying that the present spiritual civilization 
standard is lower than that in he 17 years before the "Cultural Revolution, "so the 
significance of the building of spiritual civilization has been played down to the 
utmost. It is evident that the standpoint of those who have voiced the above views is 
against the reform and the opening up process. Those comrades who criticize the above 
phenomena point out: Our ideological and political work should absolutely not be 
separated from the reform and the opening-up process or be set against each other. 
Ideological and political work should play a positive role in encouraging people to 
plunge into the reform and to update the old concepts that no longer conform with our 
socialist modernization scheme. Therefore, ideological and practical work should first 
of all break away from those specious concepts and set a new standpoint in the course 
of the reform and the opening up process. 


When talking about which type of advanced figures should be set as example, some 
comrades pointed out: An advanced figure should show the spirit of th times. Every 
tiem has its advanced figures. In the Yanan period we had Zhang Side, in the period of 
the liberation war we had Dong Cunrui, and in the 1960's we had Lei Feng. Some aspects 
of the Spirit of these advanced figures still merit being promoted today. At the same 
time, however, we should also be aware of the fact that they were subject to the 
limitations of their times. Today, as we are engaging in the reform and implementing 
the opening-up policy, we should set those advanced figures representing the spirit of 
our times as pacemakers. 


Updating Our Understanding of the Unity of Economic and Ethical Behavior To Meet the 
Needs of the Development of the Socialist Commodity Economy. 


The participants in the symposium held that many types of economic behavior will 
undoubtedly conflict with traditional ethical notions in the course of the development 
of the socialist commodity economy; therefore, it is necessary to update our 
understanding of the unity of economic and ethical behavior. 
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Citing the unity of morality and interests as an example, the traditional Chinese 
notion about morality and interests "regards morality as superior to interests." This 
can be seen in the fact that in the long course of China's social development, commerce 
was despised and businessmen were discriminated against and regarded as inferior to all 
other social strata such as intellectuals, farmers, and workers. One should note that 
the traditional notion which “regards morality as superior to interests" is to a large 
extent a hypocritical one. The notion “regarding morality as superior to interests" 
does not mean to despise "interests" but despises certain means to seek “interests." 
In other words, in the feudal society, commerce as a means to seek interests was 
despised, while seeking interests through academic and political channels was regarded 
as an honor by society. The reason people said that "to be a scholar is to be the top 
of society" was in fact not because the act was honorable in itself, but because “books 
contain goldern houses and beauties." Therefore, the traditional notion about morality 
and interests does not oppose the seeking of interests but the development of the 
commodity economy. The focus of the dispute between the notion which “regards morality 
as superior to interests" and that which “regards interests as superior to morality" 
does not rest on teh purpose of one's act but on the means to achieve the aim. Today, 
we should break away from the old conventions and bravely and frankly admit that in 
developing the commodity economy, we are aiming at interests and seeking interests. 
Meanwhile, the law should be taken as the criterion for "morality" -- seeking 
interests by legal means is in keeping with morality and seeking interests otherwise 
will be regarded as immoral. This is the notion about the unity of morality and 
interests for our time. 


Let us cite the unity of results and justice as another example. The commodity economy 
goes counter to the traditional notion of justice because it encourages competition 
between producers and toleates and expanded gap between the poor and the rich. The 
traditional notion of justice holds that “inequality rather than insufficiency is the 
very thing to worry about." Since it seeks an equal distribution of the fruits of 
labor, it maintains the “equalty between the poor and the rich" and will thus lead to 
the situation in which people “eat from the same big pot" and “suffer from poverty 
together." The commodity economy, however, has its own notion about justice, which 
emphasizes the principle of "equal opportunity." So does the socialist commodity 
economy, which acknowledges the difference between producers in their natural gifts and 
the fruits of labor they enjoy, attempts to provide all producers with equal 
opportunities and external conditions to get rich, an encourages producers to compete 
with each other on equal footing and to create more wealth for themselves as well as 
for society. Because of its socialist nature, the socialist commodity economy also 
takes special care of the weak and offers a second chance to those who lag behind in 
competition. But no sluggard will be indulged and no backward things will be proected 
under the socialist commodity economy. There is no doubt that in developing the 
socialist commodity economy, we should replace the traditional notion about justice 
with this latter notion about justice so as to secure the unity of results and justice. 


Some comrades pointed out: Morality is a part of continuity and, is the product of its 
time. We cannot convince others by evaluating moral behavior and discussing good and 
evil in an abstract way, disregarding ther economic and cultural conditions of a 
specific time. Therefore, in the face of the conflict between ethical and economic 
behavior arising form the development of the socialist commodity economy, our important 
task is to update our moral conception, and to make sure that our ethical behavior 
conforms with the needs of the development of the socialist commodity economy and that 
the ethical restraints cconform with the legal restraints on economic behavior. 


I. 6 Aug 86 K 22 CHINA 
PRC NATTIONAL AFFAIRS 


ILLEGAL TRADING OF GRAIN COUPONS PROMPT CONCERN 


HKO50744 Beijing CHINA DAILY BUSINESS WEEKLY SUPPLEMENT in English 30 Jul 86 p 1 


[Special to BUSINESS WEEKLY by Shen Ji] 


{Text] The Chinese Government, although concerned about illegal trade in grain coupons, 
has decided nonetheless to continue their distribution over the next few years. 


Describing the issue as one of “great sensitivity," Liu Dongming, director of the 
Purchase and Marketing Bureau under the Ministry of Commerce, told BUSINESS WEEKLY 
reform of the grain coupon distribution system is a "must." 


"The reform, however, will entail a big operation affecting the economic system as a 
whole," he said. “Thus, it should be dealt with cautiously." 


Grain rationing began in 1955, when the State monopolized the purchase and sale of 
grain to ensure equitable distribution of inadequate grain supplies. 


Yue Yongji, a Commerce Ministry official who has been in charge of grain coupon 
distribution in the country since 1955, told BUSINESS WEEKLY that the coupons provide 
every adult in China with 16 kilograms of grain monthly. But with the improvement in 
people's diet as average incomes increased, only about 11 kilograms of grain is 
actually being consumed now. As a result, every adult can save as much as 60 kilograms 
in grain increased, meanwhile, as agricultural productivity increased the State 
monopoly on grain deals has been relaxed, and grain changed hands on free markets, 


albeit at higher prices. 


At the same time, swarms of rural workers released from farm work began converging on 
towns to do business or undertake housing constuction. They eagerly searched for grain 
coupons that will provide them with grain at subsidized prices in State-owned shops. 


Prompted by that and other self-interests, illegal dealings in grain coupons have 
emerged. In some cities, such as Beijing and Shanghai, groups of young men and women 
are seen exchanging plastic goods thermoses, utensils and other daily necessites with 
city dwellers for sruplus grain coupons. 


Last year PEOPLE'S DAILY, the official newspaper of the Central Committee of the 
Chinese Communist Party, reported a case in which several grain shop proprietors were 
prosecuted on charges of illegal buying and selling of grain coupons. 


The black market in grain coupons has made them, in effect, a "second currency." 


A signed article in ECONOMIC INFORMATION last month urged prompt action by relevant 
government departments to deal with the illegal trade in grain coupons. 
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"Since the grain coupon is the outcome of ” the State monopoly over purchase and 
marketing, the crux of th problem lies in reform of the system," the article said. 


The article said the 32-year-old system is detrimental, not only to the management of 
grain departments, but also to the steady rise of agricultural production. 


The steady increase in grain production since the institution of rural reforms has made 
the lifting of the system not only necessary but also feasible, the article said. 


Several years ago, the government replaced the State monopoly for purchase of grain 
with a contract order system. That has ensured State purchase of grain while giving 
farmers new incentives to grow more. 


It's time to tackle the lingering State monopoly over marketing, the article said. 


Officials of the Ministry of Commerce agree that the existence of two grain prices has 
fueled the illegal trade in coupons, but they strees that reform of the State monopoly 
and eventual abolishment of grain coupons is closely linked to grain production. 


"The increase of grain production fluctuates," said Liao Shinan, deputy chief of the 
Food, Grain Shop and Grain Coupon Section of the Ministry of Commerce. 


Though grain production shot to a record 407 million tons in 1984, it was unable to 
sustain that level and dropped to 379 million tons in 1985. Forecasts put this year's 
harvest about equal with th 1985 level. 


Besides adverse weather, some agricultural experts say that some of the present farm 
policies have discouraged increased production. Government-set crop-prices have 


dropped in recent years. 


Yue said, "If we include grain for livestock feed and for processing into other 
foodstuffs, present output is far from adequate," he said. 


A tendancy to exaggerate grain production figures in the last couple of years has 
undermined the confidence of policymakers studying the feasibility of the grain coupon 


lifting. 


The Ministry of Commerce recently sent a survey team out to assess actual grain storage 
volume at the grassroots level. 


"Grain rationing will continue for the next eight to 10 years," said Liao Shinan, "By 
then, we expect grain production to have increased to levels beyond domestic 


consumption. 
CAPITAL CONSTRUCTION EXAMPLE IN DISGUISED FORM 


0W021144 Beijing XINHUA Domestic Service in Chinese 0659 GMT 1 Aug 86 


(Excerpts) Beijing, 1 Aug (XINHUA) -- A reporter's letter: The Trick of Putting New 
Labels on the Same Old Stuff Should Not Be Continued--By XINHUA reporter Xu Yaozhong. 


ian a 
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This year, since the state demanded stricter control over the scale of capital 
constrution, some localities and units have adopted a deceptive countermeasure. They 
have slightly altered several projects that were originally capital construction in 
nature and should still be considered capital construction projects. Then, they 
included the projects in the upgrading and renovation program so as to continue them 
openly. This trick of putting new labels on the same old stuff is a major reason that 
the scale of fixed asset investment is still hard to control in our country. 


A city is building a major highway project that was previously undertaken as a capital 
construction project. Now this city has changed it into a so-called upgrading and 
renovation project so that is can continue the work without exceeding the limit of 
capital construction set in the plan. This year the funds needed for the project 
amount to more than 300 million yuan. A mining project in the northeast, and a 
chemical fertilizer plant and a woolen-polyester plant project in the central south 
were all started last year. They are now being carried out under the upgrading and 
revovation program because of the need to control the scale of capital construction. 


[passage omitted] 


Now a host of capital construction projects have, in one way or another, become 
upgrading and renovation projects. This has caused the following grave consequences in 
the development of our national economy. 


The scale of fixed asset investment has continued to increase. According to incomplete 
statistics covering only Beijing, Tianjin, and Liaoning, about 1.5 billion yuan have 
been invested this year in capital construction projects that were not completed last 
year and have been put under this year's upgrading and revovation program. During the 
first half of this year, while the trend of increase in nationwide capital construction 
investment declined, the amount of investment in upgrading and revovatjon projects rose 
45.1 percent compared with the corresponding period last year. As the saying goes, 
"jut as one problem is solved, so another is sure to emerge." This state of affairs 
caused the scale of our fixed asset investment for the first half of this year to 
expand far beyong the planned limit and to surpass last year's corresponding period by 
more than 17 percent. 


A number of real upgrading and renovation projects have been adversely affected. When 
the capital construction projects are included in the upgrading and renovation program, 
their funding will claim part of the investment originally projected for this program. 
To accommodate this, some localities have to take many of their original upgrading and 
renovation projects put of their plans. As a result, the funds and supply of raw and 
semifinished materials for these upgrading and renovation projects cannot be 
graranteed. and the original plan cannot be carried out as expected. 


The proportion of investment in new and expansion projects has increased considerably 
in the upgrading and renovation program. With the inclusion of capital construction in 
the upgrading and renovation program, the proportion of investment in new and expansion 
projects, which should be strictly controlled, has risen more than 10 percent compared 
with last year's corresponding period, while the proportion of real renovation 
investment has dropped by some 11 percent. 


People in economic circles have pointed out that the situation where capital 
construction affects the upgrading and renovation program is mainly attributal be to 
the present scattered management of investment in fixed assets, so it is necessary to 
establish an effective and unified system tocontrol such investment. In view of the 
time required to establish such a system, it is imperative to immediately adopt 
effective measures to eliminate the phenomenon that "you have you measures, and i have 
my countermeasures." 
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In the meantime, education should be cunducted so that everyone will pay attention to 
the interests of the state and strive to subordinate local interests to the nation's 
overall interests. This is the only way to stop the action of those who are playing 
the trick of putting new labels on the same old stuff and to achieve the goal of 
controlling the scale of fixed asset investment. 


SHANGHAI PORT CORRECTS UNHEALTHY TENDENCIES 


0W031728 Beijing XINHUA Domestic Service in Chinese 2336 GMT 2 Aug 86 
[By reporter Feng Yizhen and correspondent Duu Qiong] 


[Excerpts] a Shanghai, 3 Aug (XINHUA) -- Being the largest in the whole country, 
Shanghai Port has taken resolute action to correct the unhealthy practice of “using the 
port to seek private interest" and to improve port administration and service quality. 


[passage omitted] 


Water transportation has always been “dominated by the port” because there are not 
enough berths and handling capacity cannot meet the demand. Ships and owners of cargo 
must seek favor from the port administration. As a result, some units often feted port 
workers and some even gave gifts to port workers. According to custom, some cadres, 
staff members, and workers of the port administration took the situation for granted 
and a few of them even demanded things from customers. This has seriously impaired the 
reputation of the port administration. Early this year, the party committee of the 
Shanghai Port Administration decided to correct the unhealthy practice of “using the 
port to seek private interest" in order to improve party conduct and the port's work 
style. [passage omitted] 


The Shanghi Port Administration demanded that all cadres not attend banquets or receive 
gifts and be courteous and efficient in serving the customers. [passage omitted] 


According to an incomplete statistical report, from March to June this year cadres of 
the port administration rejected or turned over to higher authorities 199 articles. 
The overwhelming majority of cargo and ship owners now feel satisfied with the quality 
of loading and unloading. 


OFFICIAL SaYS 45 MILLION NEW JOBS NEEDED 


HKO50456 Beijing CHINA DAILY in English 5 Aug 86 p 3 


[By staff reporter] 


[Text] The country needs to create at least 45 million jobs in the next five years to 
employ new job-seekers and those made redundant by industrial reforms, a senior 
official of the Ministry of Labour Personnel said at the weekend. 


At least 30 million new urban jobs need to be created in the period while another 15 
million employees, or more, from State-owned businesses and enterprises are expected to 
be looking for new jobs as a result of industrial restructuring. 
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In addition, an estimated /0 million rural teenagers will enter working age. A 
considerable proportion of whom could be looking for jobs in spheres other than farming 
during the period, the cfficial said. 


Over the last seven years, a total of 55 million urban people entering the job market 
were employed, cutting down the unemployment rate from 5.9 per cent in 1979 to 1.8 per 
cent last year, the official said. 


However. the task of providing new jobs in the next five years "is more difficult than 
before and new solutions to the problem have to be found," the official said. 


He said that surplus labour in the countryside created a burden for labour departments 
across the country although the government had adopted strict measures to prevent the 
influx of rural labour into cities. 


The government plans to continue its policy of helping job hunters through official 
labour departments. But job-hunters were encouraged to find employment themselves and 
set up businesses on their own, the official added. 


In a report early this year, the Minister of Labour and Personnel Zhao Dongwan said the 
key to the employment problem in China lay in reforming the employment system and 
pooling the efforts of the State, collectives and individual enterprises. He said the 
collective, individual and service trade industries should be actively encouraged to 
create more jobs so as to ease the impending strain on urban employment. 


At present, there are 38,000 labour service companies throughout the country, which 
undertake to organize and train personnel and run all kinds of enterprises and services 


to create job opportunities. 


Over the past five years, the companies have trained and recruited 8.31 million people 
and run 210,000 collective enterprises. 


While trying to solve the unemployment problem, China is also aiming to improve the 
quality of its labour force. Among the 35 million new employees placed between 1980 
and 1985, about 60 per cent of them had little job training before they were employed. 
Vocational training will be stepped up in the next five years to ensure the quality of 
the labour force. 


YUAN BAOHUA EXPLAINS FAC, ORY SYSTEM IN HONGQI 


0W030752 Beijing XINHUA in English 0624 GMT 3 Aug 86 


{Text] Beijing, August 3 (XINHUA) -- The system of factory directors assuming full 
responsibility for production and management is the need posed by mass production and 
the reform of China's economic structure. 


In an article in the latest issue of the “RED FLAG", the Chinese Communist Party 
Central Committee journal, State Economic Commission Vice-Minister Yuan Baohua said: 
"The focus of what is known as the ‘director responsibility system' is the strict 
responsibility shared by directors and the principle of combining their responsibility 
with rights." 
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The new system has been tried out in 27,000 enterprises throughout the country since 
1984. 


He recalled that the system of directors responsible for production and management only 
under the leadership of party committees was instituted after the founding of new China 
in 1949. The chief drawback of this system is no distinct definition of the functions 
and responsibility of the party and the government. 


Yuan quoted top Chinese leader Deng Xiaoping as saying in 1980: "This factory 
management system has proved to be unfavorable to the modernization of factory 
management and of the industrial management system, and also to the work of the party 
in factories." As part of China's ongoing economic reform, the functions of the 
government are being separated from those of the enterprises, and the ownership of 
enterprises is being separated from the right of their operation. 


As a result, he said, enterprises will become relatively independent commodity 
manufacturers and dealers, with full authority for management and responsibility for 
profits and losses. He continued, "Directors thus serve as both administrative heads 
of enterprises and representatives of the legal persons for them." 


This means that in matters of economic interests directors have to be answerable to the 
state and to their enterprises and employees. "The principle of combining 
responsibility of directors with their rights makes it imperative for directors to 
assume overall responsibility for production, management and administration in 
enterprises," Yuan explained. Since directors are responsible for production and 
management, they ought to have full authority for making management decisions, 
directing production and choosing their assistants. 


"Who exercises the right of making management decisions is essential to the nature of 
the enterprise leadership system," Yuan said, noting that directors exercising such a 
right is an important indicator of the "director responsibility system" and is where 
the advantage of th new system lies. The new system has made it possible to overcome 
the old system's drawback of separating decision-making power from the right to direct 
production, introduce the initiative-based responsibility, intensify unified management 
and improve job efficiency. 


"The right of directors to choose their assistants is a major component of the 
decision-making power," Yuan stressed. Under the new system, directors can appoint 
deputy directors and section chiefs in light of actual need. "While instituting the 
‘director responsibility system',"” he said, "we must improve the workers’ congress 
system and other democratic management systems so that trade unions and workers have a 
say in examining major policy decisions, overseeing the leadership and protecting their 
own rights and interests..." 


OFFICIAL ENDORSES ENTERPRISE BANKRUPTCY 


HKO20516 Beijing XINHUA Hong Kong Service in Chinese 0325 GMT 2 Aug 86 


[Text] Beijing, 2 Aug (XINHUA) -- A State Council official said today that it accords 
with the reform orientation that Chinese enterprises should go bankrupt and fold. 
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In an article in JINGJI RIBAO,"' he points out that to allow enterprises to go bankrupt 
and fold and carry out bankruptcy proceedings means legalizing and systematizing the 
means for dealing with enterprises that are on the verge of bankruptcy or actually go 
bankrupt due to heavy losses caused by poor management. This is the requirement of 
China's reforms and also of developing the commodity economy. 


Yuan Mu, deputy secretary general of the State Council's financial and economic 
leadership group, holds that China must practice the principle of survival of the 
fittest. That certain backward enterprises should go bankrupt and be eliminated is the 
trend of historical development; it is for the purpose of mobilizing everyone's 
initiative still better and running the enterprises still more sucessfully. As far as 
a society is concerned, it means the survival of the fittest. 


Yuan Mu says that through competition we should encourage the good units to become 
still better, and we should eliminate those that are indeed backward. We will no 
longer subsidize and prop them up with the money made by advanced enterprises. 


According to reports, China is currently drafting a bankruptcy law and has also started 
to implement it on a trial basis in factories in the northeastern heavy industrial city 


of Shenyang. 


Some people say that China is pursuing capitalism by enacting a bankruptcy law. Yuan 
Mu says that the contents of the bankruptcy law now being drawn up by China will not be 
completely the same as the bankruptcy laws in capitalist countries. He says that we 
should study certain advanced methods existing under the capitalist system that accord 
with China's socialist construction requirements, including certain management and 
legal methods and so on. Absorbing these things and following the capitalist road are 
two different concepts and should not be confused. 


The official holds that as a result of several years of reform practice, China has 
created many basic conditions. In these circumstances, the basic conditions are now 
ripe for instituting the practice of enterprise bankruptcy and folding, and this 
accords with the requirements of socialist commodity production. 


HUANG HE DELTA BEING TURNED INTO ECONOMIC ZONE 


0W311455 Beijing XINHUA in English 1355 GMT 31 Jul 86 


[Text] Jinan, July 31 (XINHUA) -- The Yellow River delta, the youngest land in China, 
is being developed into a new economic zone. 


The area, about 7,400 square kilometers, began forming with Yellow River sedimentation 
in 1855, when the river, formerly running almost straight to the Yellow Sea, changed 
its course in eastern Henan province to empty into the Bohai Sea after snaking through 
the land of Shandong Province. 


The river is the muddiest in the world, carrying an annual average of 1.2 billion tons 
of silt downstream from the northwest China Loess Highlands. 
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Three years ago, the area was a vast expanse of alkali land, with places overgrown with 
reef. But now, it is a full-fledged city with a population of 1.43 million, and the 
site of China's second largest oilfield. 


The Dongying City, formerly a township with a population of 5,000, now governs the 
entire delta. It yielded nearly four billion yuan (more than one billion U.S. dollars) 
in industrial and agricultural output value last year. 


This does not include the figure for Shengli oilfield, which provides one fifth of 
China's oil output, said Major Tang Shenghai. 


Some 140,000 workers are working round the clock here drilling for oil, he added. 


"We will take a dozen to 20 years to develop the Yellow River delta into a major oil 
and agricultural base," the major said. 


A fishing and cargo port including seven berths is being built in the east of the delta 
and preparations for a seaport are under way. Construction of an airport, a Yellow 
River bridge and highways is in progress. 


"We also have a 350-kilometer coastline and 5,000 square kilometers of sea beach 
suitable for breeding aquatic products," the major said. "When developed, these would 
mean even greater prosperity for our people." 


Two mechanized state farms have been set up here, and irrigation facilities have been 
installed over the past three years, Tang said. As a result, the city turned out 
500,000 tons of grain and 40,000 tons of cotton last year. 


More than 2,600 hectares of desolate land have been planted with trees, and another 
120,000 hectares developed into quality grazing grounds on whch 360,000 domestic 
animals are raised. 


In addition, about 6,000 hectares of aquatic breeding farms have been built, Tang said. 


WATER RESOURCES MINISTER CALLS FOR SAVING WATER 


HKO10835 Hong Kong ZHONGGUO XINWEN SHE in Chinese 1226 GMT 25 Jul 86 


[Text] Beijing, 25 Jul (ZHONGGUO XINWEN SHE) -- At a press conference held this 
morning, Qian Zhengying, Head of the National Water Resources Coordination Group and 
Minister of Water Resources and Electric Power, urged the Chinese people to discard 
their outmoded concept that water is an “inexhaustible resource" and to establish a 
"“water-saving" community. 


She revealed that a draft of the "PRC Law on Water" had been completed and was 
currently under examination by the departments concerned. In the future, rivers, 
watercourses, and water resources will be regulated according to law, she said. 


Qian Zhengying said: China, in particular north China, is now facing an increasingly 
serious crisis with regard to water resources, and wastage of water is alarming. 
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It is alleged that China's total volume of water resources amounts to 280 million cubic 
meters, ranking sixth among the countries of the world. However, China's per-capita 
volume of water resources is only one-fourth of he world's average, ranking 88th in the 
world. In dry years, the areas of Beijing, Tianjin, and Hebei go short of 10 billion 
cubic meters of water. As ground water has been excessively exploited over a long 
time, the water table in these areas has dropped considerably, and the ground has 
subsided or even been submerged by sea water. In the Hai He and Luan He Valleys, the 
per-capita volume of water resources is even lower than that in the arid Arabian 


Peninsula. 


At the moment of Chinese have not yet cultivated the habit of "using water sparingly as 
if it were oil." Industrial water is reused in only a small number of cities. But the 
utilization rate is extremely low -- hot higher than 60 percent in the best case. 
Meanwhile, the water utilization efficiency in agricultural irrigation is also rather 
low. The country's waste and polluted water drainage volume is 32 billion cubic meters 
a year, but only 2.5 percent is reused after treatment. 


Qian Zhengying suggested- that in the future, it is necessary to adopt a comprehensive 
policy for water conservation: water meters will be installed in every house, a water 
rationing system will be enforced among plants, water-saving agriculture will be 
promoted, and the principle of payment for use of water will be implemented with the 
help of economic levers so as to enhance people's sense of water conservation. 


BEIJING HOLDS MEETING ON SPIRITUAL CIVILIZATION 


SK040227 Beijing BEIJING RIBAO in Chinese 26 Jul 86 p l 


(Excerpts] On 25 July, the municipal five-stresses, four-beauties, and 
three-ardent-loves campaign committee held an enlarged meeting to sum up thw work done 
in the first half of this year and to mobilize the people throughout the municipality 
to further deeply carry out the activities of "being civilized civilians, creating 
civilized units, and building civilized cities." 


Deng Liqun, member of the Secretariat of the CPC Central Committee, delivered a speech 
at the meeting. In his speech, Comrade Deng Liqun fully affirmed Beijing 
Municipality's achievements in building spiritual civilization and launching the 
five-stresses, four-beauties, and three-ardent-loves campaign. He suggested that 
Beijin Municipality guide the masses to discuss the issue concerning serving each other 
while carrying out the drive of discussing the issue of service work. He said: Each 
person and each unit in our country is the one that serves the people as well as the 
one to be served. Thus, we must not unilaterally ask others to serve us when we do not 
provide good service to them. In asking others to serve us, we should consider whether 
or not they are able to solve our problems. Only when we clearly handle the issue 
concerning serving each other can society form a fine practice of mutual understanding, 
respect, assistance, and service. 


Jin Jian, deputy secretary of the municipal CPC Committee and chairman of the municipal 
five-stresses, four-beauties, and three-ardent-loves campaign committee, delivered a 
report at the meeting. [passage omitted] 
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Xicheng and Xuanwu Districts and the Beijing Railway Station introduced their 
experiences in carrying out the five-stress, four-beauty, and three-ardent-love 
campaign, fostering new civilized practices, and creating and building culturally 
advanced units at the meeting. 


DENG LIQIN, OTHERS VISIT ART EXHIBITION OPENINGS 


0W030452 Beijing XINHUA Domestic Service in Chinese 1154 GMT 2 Aug 86 


[Excerpts] Beijing, 2 Aug (XINHUA) -- One-man shows of traditional Chinese painters 
Zhu Qizhan, Zhuo Ran, and Qi Liangmo opened separately at the Chinese Art Gallery and 
International Club this morning. 


Deng Liqun, Wang Zhen, Cheng Zihua, Zhang Aiping, Zhao Puchu, Mao Yisheng, Lei 
Jieqiong, and other leading comrades and hundreds of personages from Beijing's cultural 
and art circles separately visited the three painters’ exhibitions. [passage omitted] 


The exhibitions of Zhu Qizhan and Zhuo Ran will close at the Chinese Art Gallery on 17 
August and 12 August respectively, while Qi Liangmo's exhibition at the International 
Club will conclude on 15 August. 


STATE COUNCIL APPROVES EDUCATION VIA SATELLITE 


0W050505 Beijing XINHUA Domestic Servicein Chinese 0813 GMT 4 Aug 86 


[Excerpts] Beijing, 4 Aug (XINHUA) -- Since the trial broadcast of the televised 
education program via satellite on 1 July the results have been good. The State 
Council has decided to begin formal broadcasts on 1 October. 


To develop televised education via satellite, the State Education Commision, the State 
Planning Commission, the State Economic Commission, the State Science and Technology 
Commission, the State Council's Office for the Development of Electronics Industry, the 
Finance Ministry, the Radio, Cinema and Television Ministry, the Labor and Personnel 
Ministry and the General Administration of Customs recently issued a joint circular 
calling for all departments of the central authorities, and leaders at all levels of 
the provincial, autonomous region, and municipal authorities to attach great importance 
to this work and conscientiously treat it as an important task in reforming and 
developing education. 


The “circular” said: Preparing a TV channel for education is an important policy 
decision to implement the central authorities’ resolution on educational structural 
reform. It is an effective measure suiting our national conditions. It is a measure 
to develop education in China's vast, remote areas and create broad prospects for 
China's televised education. [passage omitted] 


The “circular” emphatically pointed out: It is necessary to strengthen management of 
the televised education channel and its corresponding special-purpose equipment for 
television education. It is necessary to prevent the channel and equipment from being 
used for other purposes. An educational TV station can only broadcast or relay 
education programs from the Central Radio Station and provincial radio statoins. 
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SEX EDUCATION RESEARCH OFFICE SET UP IN SHANGHAI 


HKO41130 Beijing RENMIN RIBAO in Chinese 1 Aug 86 p 3 
{[Report: "Sex Education Study Society Set Up in Shanghai") 


{Text] With the approval of the Philosophy and Social Sciences Federation of Shanghai, 
the city's society for study of sex education was set up. This is China's first 
academic organization for study of sex-related problems. 


Sex-related problems are common among mankind. The establishment of the society is 
aimed at promptly understanding and exchanging information and trends on this aspect 
and conducting academic study and explorations so that the scientific research of sex 
education will be based on investigation and study of actual conditions, and, within 
the limits permitted by society, the research society will publicize the significance 
of sex education and spread sexual knowledge. 


FIRST CITYWIDE ERADICATION OF RATS CLAIMED 


0W051842 Beijing XINHUA in English 1329 GMT 5 Aug 86 


{[Text] Dalian, August 5 (XINHUA) -- Dalian, a leading port city in China's northeast, 
was declared a rat-free city here Monday by a group of specialists. 


Rats eat over 15 million tons of grain a year in China, according to a public health 
official. The Chinese Central Patriotic Public Health Campaign Committee has been 
calling on urban residents to try their best to kill the vermin. Dalian, with a 
population of over 1.6 million, is the first big city in China to be free of the curse. 


This was confirmed by an inspection team formed by specialists from all over Liaoning 
Province, where the city is located. They adopted the gererally accepted method in 
their inspection in Dalian. They spread talcum powder over prescribed areas in grain 
depots, shops, factories, ports, schools and residential apartments where rats 
frequented. After 21 days of experiment, only 0.353 percent of the total powdered 
space showed traces of rats. 


The density rate of rats in key areas of the city meets the two percent requirement of 
the country: 0.46 percent at the harbor; 0.16 percent at the railway station and 0.83 
percent at the airport. In surrounding rural areas the rate has dropped to less than 
one percent. 


The successful campaign resulted from the cooperative efforts of all the city 
residents. They made all the necessary preparatory work befo: - ' 00 trained 
personnel spread the rat poison throughout the city within one day. 


Experts also played an important role. They helped to make careful plans and designed 
different devices for different areas. They chose April 1 as the day of attack when 
rats are at their peak of activity and pregnancy. 


The city has set up a permanent coordination organization and has decided to launch 
such a campaign once every year in the future. 
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JIANGXI PARTY OFFICIAL URGES CORRECTING STYLE 


0W300438 Nanchang Jiangxi Provincial Service in Mandarin 1000 GMT 28 Jul 86 


{Excerpts} The provincial reporting group on rectifying party style held its first 
report meeting at Nanchang's August 1 Hall this morning. Leading comrades of 
provincial party, government and army organizations, including Liu Fangren, Xu Qin, 
Jiang Zhuping, (Wang Chaorong), Pei Dean, (Lu Xiuzhen), (Wang Taihua), Zhu Zhihong, 
Wang Shufeng, Huang Xiandu, Peng Shengxi, (Sun Xiyue), (Chen Guizhen), (Wang Guanze), 
Wu Ping, Shen Hanging, Liu Liang, Li Shanyuan, Wu Yongle, Wu Tiyu, and Wu Yunzhong, as 
well as party-member cadres of the provincial organs at deputy section chief level or 
higher -- 2,000 in all 00 attended the meeting. [passage omitted] 


Liu Fangren, provincial deputy party secretary, spoke at the close of the meeting. He 
said: There is much work to be done in correcting party style. As far as the current 
situation is concerned, we should mainly concentrate on two tasks. The first is to 
press hard in tackling major cases. The second is to step up our efforts in 
ideological education. By using typical examples, we can bring about a- constant 
improvement in party style in the province. 


Liu Fangren pointed out: We can derive five points of inspiration from the report made 
by the comrades of the reporting group. First, we should have full confidence in 
rectifying party style. [passage omitted] 


Second, the aim of correcting party style is to better serve reform and insure and 
promote the healthy development of economic cons.ruction. We should clearly explain to 
cadres and the masses that lawlessness, economic crimes, bribery, corruption, and 
unhealthy tendencies have no association with reform; they, on the contrary, serve to 
corrupt party style, and sabotage reforms, and their open and correct implementation. 
Our attitude to this problem has always been very clear. We shall give resolute 
support to those people who persist and are keen on reform. [passage omitted] 


However, we shall resolutely deal with those people seeking personal gain, indulging in 
degradation, accepting and giving bribes, engaging in speculative and criminal 
activities in the name, or under cover, of reform, irrespective of their social 
positions. 


Third, correcting party style and rectifying unhealthy practices should begin with 
leading cadres. This is the common experience of comrades in reporting groups in their 
efforts to correct party style. 


Fourth, we should always bear in mind the idea of wholeheartedly serving the people. 
This is the guiding thought in correcting party style. [passage omitted] 


Fifth, we should adhere to principle and dare to combat unhealthy practices in 
correcting party style. [passage omitted] 


Liu Fangren expressed the hope that provincial organs would take the lead, overcoming 
unhealthy practices, political liberalism, bureaucratism; consoiidate and expand 
achievements in party rectification work; style to effect a marked and fundamental 
improvement in the province's party style; and assure smooth progress of the reform. 
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The report meeting of the provincial reporting group for rectifying party style was 
jointly sponsored by the provincial Discipline Inspection Committee, the Organization 
Department of the provincial CPC Committee, the Propaganda Department of the provincial 
CPC Committee, and the party committees of provincial organs. 


Starting tomorrow, comrades of the provincial reporting group for rectifying party 
style will make roving reports in prefectures and cities in the province. 


LI JIULONG SPEAKS AT SHANDONG ARMY MEETING 


SKO20408 Jinan Shandong Provincial Service in Mandarin 2200 GMT 1 Aug 86 


[Excerpts] The provincial commendation meeting to honor advanced units emerging in 
placing retired servicemen in jobs and model individuals among retired servicemen 
opened at Nanjiac Guesthouse in Jinan City on the morning of 1 August. 


Attending the meeting were 229 representatives, who summed up their experience together 
and discussed the great plan for job placement. Such a meeting in the province has 
been unprecedented since the founding of the PRC. 


Speaking at the meeting were Li Changan, deputy secretary of the provincial CPC 
Committee and governor of the province; Li Jiulong, commander of the Jinan Military 
Region, and (Liu Zhanqi), deputy director of the office under the State Council in 
charge job placement for retured servicemen and officers. [passage omitted] 


In his speech, Li Jiulong, commander of the Jinan Military Region, highly praised the 
party committees and the governments at all levels throughout the province, which had 
given support to the building of PLA units and scored marked achievements in making job 
arrangements for the retired servicemen and officers. He urged the broad masses of 
retured servicemen to take the whole situation into account, to actively accept the job 
arrangements made by the party organizations, to continuously carry on the fine 
tradition of the PLA, to be modest in learning from local cadres and the masses, and to 
make efforts to make new contributions in building the four modernizations. [passage 
omitted] 


Also attending the meeting were leading comrades from provincial CPC Committee and the 
provincial People's Government, including Lu Maozeng, (Tao Hongsheng), Ma Lianli, and 
Tan Ginglian, and responsible comrades from the departments concerned under the 
provincial CPC Committee, the provincial People's Government, and the Jinan Military 
Region. 


Meeting Concludes 
SKO40158 Jinan Shandong Provincial Service in Mandarin 2200 GMT 3 Aug 86 
[Text] The first provincial commendation meeting to honor advanced units emerging in 
job placement for retired service men and model individuals among retired servicemen 


successfully concluded in Jinan City on 3 August. 


The meeting presented banners and honorary certificates to the 28 advanced units and 
181 advanced individuals. 
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Attending the meeting were leading comrades of the provincial CPC Committee, the 
provincial Advisory Commission, the provincial Discipline Inspection Commission, the 
provincial People's Congress Standing Committee, the provincial People's Government, 
the provincial CPPCC Committee, the Jinan Military Region, and the provincial Military 
District. 


Speaking at the meeting were Li Changan, deputy secretary of the provincial CPC 
Committee and governor of the province; Li Jiulong, commander of the Jinan Military 
Region; and (Liu Zhanqi), deputy director of the office under the State Council in 
charge of job placement for retired servicemen and officers. 


At the meeting, Ma Lianli, vice governor of the province, delivered a report entitled: 
Sum up the experience and commend and advanced in order to strive to create a new 
situation in the province's work job placement for retired servicemen by regarding to 
drive to reform as a motivating force. 


The meeting reviewed the achievements scored by the province in making job arrangements 
for retured servicemen over the past 10 years and summed up and- exchanged the 
experience gained in the work. Since the suggestion made by Comrade Deng Xiaoping in 
1975 on restoring the retirement system for servicemen and officers, the province has 
successively made job arrangements for more than 145,000 persons and living 
arrangements for 197,000 family members. 


Particularly since the decision made by the central authorities in 1985 on reducing the 
staffs of militry units and reorganizing troops by cutting 1 million personnel, the 
province's task for making job arrangements for retired soldiers and officers has 
become ever heavier. Under the leadership of the party committee and the government 
and the vigorous support of the PLA units and with the close cooperation of the 
departments concerned, the departments in charge of job placement for retired 
servicemen all levels have basically succeeded in actively receiving work assignments, 
making proper job arrangements, earnestly holding training classes, and conducting 
reasonable employment; and have better fulfilled the task in this regard by earnestly 
implementing the policies issued by the CPC Central Committee, the State Council, and 
the Central Military Commission, by displaying the spirit of being actively 
responsible, by upholding the drive to conduct reforms, by organizing the work 
carefully, and by conducting reasonable work distribution. 


The meeting urged the departments in charge job placement for retired servicemen at all 
levels throughout the province, the units that have offered jobs for the retired 
servicemen sad officers, and the broad masses of retired servicemen and officers to 
continuously add to their achievements, to make persistent efforts, and to further do a 
good job in job placement for retired servicemen so as to make new and still greater 
contributions to building the four modernizations. 


QINGDAO FIRMS BENEFIT FROM IMPORTED TECHNOLOGY 


0W041012 Beijing XINHUA in English 0937 GMT 4 Aug 86 


(Text] Beijing, August 4 (XINHUA) -- The well-known Qingdao Brewery in China's Shandong 
Province has exported 14 million U.S. dollars worth the beer in the first half of this 
year, nearly doubling the figure for the same 1985 period. Its products are well 
received in more than 20 countries and regions including the United States, France, the 
Federal Republic of Germany, Singapore, Malaysia and Hong Kong. It plans to produce 
100,000 tons of beer this year, a 15 percent increase over last year. The over 
80-year-old brewery attributed its success to the transformation of its outdated 
devices with the technology and equipment imported from Federal Germany, Japan and 
other countries. 
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It has imported technical knowhow and advanced devices on brewing, packaging, 
fermenting, refrigeration and others to replace the outdated ones. As a result, the 
quality of its product has been greatly improved, and the output increased from 46,000 
tons in 1980 to 85,0(0 tons in 1985. The brewery is one of the enterprises in Qingdao 
which have achieved marked economic results from the technical transformation with 


technology and equipment imported in the past few years. 


The Qingdao General Refrigerator Factory signed a contract in July, 1984, with Liebherr 
Co. of Federal Germany on import of refrigerator manufacturing technology and 
equipment. The technology and equipment were delivered in 1985, and installed and went 
into operation the same year. As a result, the factory made 2.48 million yuan (about 
700,000 U.S. dollars) of profit and got net profit 1.07 million yuan in 1985 after 
paying the loss totalling 1.41 million yuan incurred in the past. 


The "Qindao-Liebherr" refrigerator is now well received both at home and abroad as it 
is known for less energy consumption and quick refrigeration. Under the contract, part 
of the products were sold on the German market. The 4-star standard product was first 
available at the export ‘commodities fair held in Guangzhou in April this year, and the 
turnover reported 13,500 sets, ranking first in the term of export value among all 
China-made household electrical appliances. It is displayed at the China economic and 
trade exhibition being held in Moscow at present. 


Yang Mianmian, deputy director of the factory, told XINHUA that the loan used to import 
the technology and equipment will be repayed before the end of 1987, two years ahead of 
schedule. With the imported technology, the city now can produce quite a number of new 
products such as small-sized radar for navigation, silicon chip for large-scale 
integrated circuit and liquid crystal screen, which have not only met China's needs but 
also are well received on the world market. 


Qingdao, one of China's 14 coastal cities opened to foreign investment has imported 
sophisticated technology and equipment used to upgrade the existing enterprises on 253 
projects in the past two years. Of the technical upgrading projects, 107 have gone 
into operation, adding output value by more than 780 million yuan (over 200 million 
U.S. dollars) a year. Most of the technology and equipment the city imported are up to 
the technical level at the beginning of the 1980s in the developed countries. It has 
also introduced some patent licenses. 


Qingdao Mayor Guo Songnian told XINHUA that the city has put stress on upgrading the 
existing enterprises by importing advanced technology and equipment, which is also the 
major field for its economic and technical cooperation with foreign countries. He 
said, Qingdao plans to import technology and equipment to transform the existing 
enterprises on 268 projects during the Seventh Five-Year Plan period (1986-90). 


These projects are mainly in the light, textile, electronics, meters and instruments, 
rubber, chemical, machinery, and building materials industries and aquatic products, he 


added. 
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FOREIGN EXCHANGE BLACK MARKET UNCOVERED IN SHENZHEN 


HKO50532 Beijing CHINA DAILY in English 5 Aug 86 p l 


([Text] A major black market that dealt in foreign exchange transactions running to 
tens of millions of dollars has been uncovered in Shenzhen, China's first Special 
Economic Zone (SEZ), in Guangdong Province. 


The Jiabin (Honoured Guest) Bazaar, which opened in 1982 as the first commercial 
enterprise authorized to accept foreign exchange in daily sales, turned into the SEZ's 
biggest black market dealer of foreign exchange in 1984, according to the Guangdong 
provincial newspaper NANFANG DAILY. 


After many months of coordinated efforts by the Shenzhen People's Procuratorate, the 
Central and Provincial Discipline Inspection Group, and the SEZ's Public Secuirty 
Bureau, the activities of the Jiabin black market were finally uncovered. 


According to the investigation, from June to December 1984, the bazaar handled black 
market trasactions involving 177 million Hong Kong dollars, $21.3 million, plus 1.4 
million yuan in foreign exchange certificates, earning more than 2.6 million yuan in 
illegal profits, the newspaper said. 


Investigation of the case began last year, when a nationwide drive was launched to 
combat black market dealings in foreign exchange, especially in the coastal areas. 


According to the investigation report, the leadership of Jiabin Bazaar decided to turn 
to black market dealings in 1984 after they concluded that this was “the only 
profitable form of business that does not require any additional capital, shop space or 
warehouse." 


They formed a “black market network" together with more than a dozen other unlawful 
enterprises in Shenzhen, Dongwan, Baoan, Huizhou and Enping cities. The network also 
dealt with illegal street vendors. In less than six months, it had handled more than 
HK$117 million and $21 million. 


The operation was masterminded by the managers of the Jiabin Bazaar, which also served 
as its front by issuing phoney contracts or invoices to hide illegal transactions, the 


newspaper said. 


Investigation is continuing. A spokesman for te Shenzhen Procuratorate said it intends 
to prosecute the managers of the Jiabin Bazaar “on charges of speculation and 
profiteering," according to NANFANG DAILY. 


PLANT MANAGER SYSTEM MEETING OPENS IN GUANGDONG 


HKO50421 Guangzhou Guangdong Provincial Service in Mandarin 0300 GMT 5 Aug 86 


[Text] An on-the-spot meeting in Maoming on introducing the system of having a plant 
manager or director responsible for targets to be reached during his term of office 
opened this morning. The meeting, convened by the provincial CPC Committee and 
government, is an important conference on reform work. It is also a large-scale 


meeting to exchange work experiences. 
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The main agenda of the meeting is as follows: 1) To study the regulations for plant 
managers, enterprise party branches, and workers' congresses recently discussed by the 
State Council, together with relevant documents on strengthening enterprise management; 
2) Maoming City wiil introduce its methods in promoting the system of having a plant 
manager responsible for targets to be reached during his term of office; 3) To make 
arrangements for work concerning this system. 


Liu Weiming, member of the Standing Committee of the provincial CPC Committee, stressed 
at the meeting this morning that since the second half of 1984, 2,075 enterprises in 
the province have practiced the plant manager responsibility system on a trial basis. 
This has played a positive role in invigorating the enterprises and improving their 
quality and economic results. However, a number of problems have also come to light in 


practice. 


He called on all cities, prefectures, and departments to study the experiences of 
Maoming City in conjunction with their own actual conditions, and popularize in stages 
the system of having a plant manager or director responsible for targets to be reached 
during his term of office. The province's economic structural reform should thus be 


pressed forward to a new stage. 


HENAN GOVERNOR EMPHASIZES ECONOMIC WORK 


HK060139 Zhengzhou Henan Provincial Service in Mandarin 2200 GMT 5 Aug 86 


{Excerpts] According to HENAN RIBAO, Governor He Zhukang poin'ed out while inspecting 
work in Jiaozuo, Luoyang, and Sanmenxia Cities from 21 July to 5 August that the whole 
province must work in concert to do a good job of economic work, so as to invigorate 


He Zhukang said that the provincial CPC Committee recently held an enlarged meeting of 
its Standing Committee for the specific purpose of discussing economic work. The 
meeting held that it is imperative to gain further understanding of and lay further 
stress on the notion of centering all work on economic construction. All levels, 
sectors, trades, and departments must ensure that they subordinate themselves to and 
serve their central task in ideology and in action. [passage omitted] 


Economic construction and the four modernizations are the current overriding political 
task. In the future, our ma‘= v-rdstick in evaluating the work performance of a unit 
or a leading cadre is to * uether it or he has played a proper role in economic 


construction. 


He Zhukang stressed that it is essential to fully mobilize the initiative of the 
enterprise workers in order to promote economic work. He said that the manager is the 
key to the prosperity or decline of an enterprise. We must practice the plant manager 
responsibility system, to fully mobilize the managers’ in':iative. We must uphold the 
manager's authority. To allow him to take responsibility, we must confer on him powers 
and means for exercising those powers. The enterprise party committee and trade union, 
and the upper-level departments must support the work of the manager. [passage omitted] 


Readjusting the ownership structure is also an important aspect of mobilizing people's 
initiative. At present we must vigorously develop collective economy. Certain small 
state-owned commercial and industrial enterprises can be switched to collective 


ownership in various ways. 


—_—- -_ - - - - -F- rr1eeFrferwes*+*-e 
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He chukang said: Im economic work, we must also strive to solve our problem of an 
abundance of simplicity and plainness and lack of sufficient business operations. 
Simplicity, honesty, and kindness are traditional virtues of the sons and daughters of 


the Central Plain. 


However, our vision is not broad, and we lack the market and competition concepts of 
commodity production, are not skilled in scheming, and cannot do business. Unless 
these problems are solved, we cannot extricate ovrselves from our passive situation of 
lagging behind others. We must therefore currently work hard at the following points: 


1. We must be skilled in running operations, and engage in less metaphysics and more 
dialectics. Mature entrepreneurs do not just produce popular products; they seek ways 
of doing business in products that are not so popular for the time being. The great 
mass rush to produce bicycles a few years ago, which formed rapidly and declined 


rapidly, is a very great lesson in this respect. 


2. We should promote joint associations. We should have a sense of urgency and crisis 
on this question and seize opportunities in preparation for-challenges. Ideologically, 
we must get rid of the idea that we will lose by joining in association with others, 
and be willing to provide favorable conditions for those who join in association with 
us. In method, we should not grasp association for its own sake; association should be 


stimulated by expanding enterprise decision-making powers. 


3. We must be creative in work. [passage indistinct] 
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SICHUAN MILITARY DISTRICT IMPROVES PARTY STYLE 


HK290625 Chengdu Sichuan Provincial Service in Mandarin 2200 GMT 27 Jul 86 


[Text] The CPC Committee of the Sichuan Provincial Military District has strictly 
implemented the responsibility system in improving party style, achieving marked 
results. 


By first dealing with their own party style. the CPC Committee of Sichuan Provincial 
Committee took the lead in implementing the responsibility system in improving party 
style. They seriously examined and corrected their own problems. The Command, 
Political, and Logistics Departments of the military district formulated measures for 
improving party style in their own units, and seriously investigated and dealt with 
malpractices in their own departments and systems, thus vigorously promoting the 
ideological building of party organizations at all levels and party members, curbing 
unhealthy tendencies, and fostering party style. A good situation has thus appeared. 


In personnel work, the CPC Committee resisted the- unhealthy tendency of using 
backstairs influence. In streamlining the administration of the Army and reducing the 
number of soldiers, the provincial Military District accepted some 692 cadres from 
other army units. Party committees at all levels in the military district carried out 
the principle of appointing people according to their political integrity and ability 
and employed these cadres in accordance with regulations and regardless of feelings and 
connections. 


Of the 149 meetings held by the military district in the first half of this year, none 
exceeded the scale boarding charges or issued souvenirs. In dealing with 1,200 
visitors in the first half of this year, the military district did not hold any 
banquets in honor of them, thus curbing the tendency of eating and drinking. Of the 23 
companies set up by the military district, 16 have been wound up and 7 are being 
examined. Of the 73 cases of violation of discipline in the miiitary district, about 
94.5 percent have been investigated and dealt with or will soon be thoroughly 
investigated and dealt with. All this has curbed malpractices in production and 
businees operations. 


In the first half of this year, the leading group of the provincial Military District 
and administrative organis at all levels iti the district dispatched some 499 work teams 
and 1,956 people to the grassroots level. Leaders went to grassroots level with small 
retinues and seriously investigated and resolved problems, thus overcoming 
bureaucratism. Some advanced units and individuals that have good party style and 
strong party spirit and that strictly observe party discipline have emerged. For 
example, the CPC Committee of the Aba Military Subarea set a good example in word and 
deed, and was commended by the Chengdu Military Region. Retired army cadres (Gu 
Ruhuai) and (Zhang Fubao) sought to provide interest and refused to lead an idle life 
of retirement. They worked hard and contributed their remaining energies to the 
party's cause. (Zhu Chengqing), director of Guesthouse No 1 of the military district, 
and (Wei Xianxiang), deputy director of the Xichang Army Cadres Sanatorium, resisted 
corruption and refused to be contaiminated by bad habits and lifestyies. They were 
praised by people as good cadres who are upright and incorrupted. 
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LIAONING FACTORY BECOMES FIRST BANKRUPTCY IN PRC 


0W030542 Beijing XINHUA in English 0531 GMT 3 Aug 86 


[Text] Shenyang, August 3 (XINHUA) -- A debt-ridden factory in Shenyang, the capital 
of Liaoning Province in northeast China, was announced today to have gone bankrupt. 
This was the first bankruptcy ever recorded on the Chinese mainland. 


The collectively-owned Shenyang Explosion-proof Apparatus Plant had 72 employees. It 
had fixed assets of 302,000 yuan, but over ten years it had run up debts of 503,000 
yuan, it was released at a press conference of the city government. 


The factory's properties will be sold, and the money divided among the 219 creditors 
according to the proportions of their loans to the factory's total debts, said a senior 
official of the city's Industry and Commerce Administrative Bureau, who also 
confiscated the factory's business license at the conference. 


The employees, including the factory director, would-lose their jobs except for the few 
handicapped workers who will be assigned jobs by local civil affairs departments, Wei 
Yushu, deputy director of the bureau, added. And those having reached retirement age 
will be pensioned off. 


The others will receive technical and managerial training before they are recommended 
new work by labor service companies, Wei said. 


During the next six months, they will recieve 75 percent of their original wages, which 
will be replaced by a relief fund of 30 yuan a month from the seventh month if they are 
still unemployed. 


Those having family to support will be given more, but no more than their original 
wages, Wei said. 


The factory was warned a year ago together with two others that they were facing 
bankruptcy because of their excessive economic losses. The other two recovered during 
the one-year period given to them for improvement. 


If a factory cannot improve economic results in the year after being warned and its 
total fixed assets are unable to cover its debt, it must close down, according to the 
provisional bankruptcy regulations for collective-owned enterprises issued by Shenyang 
City Government in February 1985. 


At present, China's Enterprise Bankruptcy Draft Law is in trial practice in the three 
industrial cities of Shenyang, Wuhan and Chongqing. 


Yuan Mu, deputy secretary-general of the Central Financial and Economic Leading Group 
of the State Council, said in an "ECONOMIC DAILY" article yesterday, "making bankruptcy 
possible will improve the competitiveness of enterprises." 


"Why should we protect those which cannot keep going?" he asked. 
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OFFICIALS NOTE U.S. TRADE STATISTICS DIFFERENCE 


0W050325 Taipei CNA in English 0306 GMT 5 Aug 86 


{Text} Taipei, Aug 4 (CNA) -- The difference between the Republic of China [ROC] 
Government's statistics on ROC-U.S. trade volume in terms of quantity and value of 
trade and the United States’ own statistics draws closer when the figures are 
calculated on a yearly basis, accounting for a difference of 1 percent only, said 
government officials Monday. 


Wang Kun, deputy comptroller-general, and Wei Tuan, a department chief of the 
Directorate General of Budget, Accounting and Statistics, the Executive Yuan, expressed 
jointly that there is no real problem of the so-called "black hole" between the 
statistics the two countries keep on trade volume in terms of quantity and value of 


trade. 


Since the two nations use different statistical bases and time periods, different 
statistics are inevitable over a short period.- If a longer period is taken, for 
instance, a whole year, there is only a one percent difference in the statistics 
compiled by the two nations respectively, they asserted. 


In order to handle the matter carefully, an overall review of the nation's trade 
statistics and a comparison to information provided by the American Institute in Taiwan 
have been made, Wei further pointed out. 


To give a clear explanation to the U.S. at the ROC-USA trade consultative talks in 
Washington, D.c. Aug 4-8, two statistics experts left Taipei Saturday with the ROC 
delegation, headed by Director General Vincent C. Siew of the Board of Foreign trade. 


For 1986, the nation's statistics on the amount of the favorable trade with the United 
States stood at U.S. $10 billion against the U.S. figure of U.S. $12 billion, leaving a 
difference of U.S. $2 billion. 


COMMENTARY VIEWS EFFORTS TO REDUCE U.S. TRADE IMBALANCE 


0W010457 Taipei International Service in English 0200 GMT 30 Jul 86 
{Station commentary by Albert Sung: "Built-in Trade Imbalance"] 


[Text] Why has a developing country like the Republic of China [ROC] built up a huge 
trade surplus with the United States, the leader of developed countries? There are 
many answers to this seemingly inexplicable phenomenon. Some of the answers may be 
debatable, but there is at least one factor that is beyond dispute. 


The chief representative of the Republic of China in the United States, Dr Frederick F. 
Chen, recently pointed out what he called built-in imbalance -- namely, a country with 
a large market can absorb more goods than a small country can absorb from one as big as 
the United States. The U.S. is hundreds of times larger than Taiwan in area and more 
than twelve times larger in population. It is sure impossibility for Taiwan to buy as 
much American products as the other way around. 
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Since the late 1970's, when the ROC's trade surplus with the U.S. began to rise 
significantly, the Chinese Government has been doing everything possible to rectify the 
situation. Often, Taipei bends backwards in order to boost imports from the U.S. This 
has led some European countries to charge that Free China applies a double standard in 
dealing with the trading partners. 


Despite the Chinese efforts, however, the trade imbalance has continued to rise. . The 
built-in imbalance mentioned by Dr Chen is one of the major contributing factors. Last 
year's trade statistics suffice to tell the story. In 1985, Taiwan imported 4 times 
more than the U.S. bought from Taiwan on a per capita basis. Taiwan's per capita 
imports from the U.S. were $264 last year compared with the $64 per capita imports from 
Taiwan by the United States. Taiwan's 1985 imports from the United States accounted 
for 24 percent of its overall imports, while America's imports from Taiwan were only 
3.4 percent of its total imports. 


If one takes into consideration the difference in per capita income between the two 
countries, there would be no exaggeration to say that "By America’ means more than a 
slogan in Taiwan. The per capita income in Free China is a little over $3,000, about 
one-fourth of that in the United States. In other words, a Chinese in Taiwan spends 
over 8.6 percent of his income for American products, compared with only 0.5 percent of 
the per capita American income spent for goods from Taiwan. 


The people in Taiwan are literally doing everything possible to buy American goods in 
order to narrow their trade surplus with the United States. But there is a limit to 
what they can do because of their physical size. 


GOVERNMENT ENCOURAGES TRADE WITH JAPAN 


0W050345 Taipei CNA in English 0238 GMT 5 Aug 86 


[Text] Taipei, Aug 4 (CNA) -- The ROC Government has begun to encourage domestic 
manufacturers to increase their exports to Japan in order to reduce the nation's large 
trade surplus with the United States. 


An economics official said Monday that he does not know if the consumers in the U.S. 
would be glad to learn the ROC Government's change of its policy because for so many 
years the ROC has been selling its best products to the U.S. now the ROC is being 
forced to change its marketing strategy because of its trade imbalance with the U.S., 
said Wu Hui-jan, acting director of the Industrial Development Bureau [IDB]. While 
receiving the executive of an American Electronics Company which has set up a plant in 
Taiwan, Wu said that he hopes joint venture companies in this nation will change their 
policy by reducing their exports to the U.s. while expanding their exports to Japan. 


Wu said that the IDB is willing to provide all necessary assistance to help ROC 
manufacturers and joint venture companies to expand their exports to Japan. 


FRG'S DPA NEWS AGENCY OPENS TAIPEI OFFICE 


0W041025 Taipei CNA in English 0933 GMT 4 Aug 86 


[Text] Taipei, Aug 4 (CNA) -- In a move to intensify its coverage of the Republic of 
China, DPA -- Deutsche Press Agentur, the West German news agency -- is opening a 
taiwan office Monday. It will be headed by DPA Correspondent Dieter Neumann. 
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Located on.the 6th floor of the Central News Agency building, 209 Sungkiang Road, Tel. 
505-1682, the new bureau has direct computerized links to the worldwide wire service 
network of DPA and will concentrate mainly on economic and political news dispatches 
for DPA as well as for its associated agency Vereinigte Wirtschaftsdienste (VWD), which 
specialized in trade and business news articles for media in the European Economic 


Community. 


EDITORIAL VIEWS PRC-USSR RELATIONS OUTLOOK 


0W040944 Taipei CHINA POST in English 2 Aug 86 p 4 
(Editorial: "Future Outlook of Peking-Moscow Relations" ] 


[Text] Soviet leader Mikhail Gorbachev's invitation Monday to Red China for discussion 
on improved relations should warn the free world to stop further playing of the Red 
China card to restrain the Soviets. 


The Soviet invitation was quite definite- and substantial. Gorbachev said in a 
televised speech from the Soviet Pacific port of Vladivostok that "the Soviet Union is 
prepared -- any time and at any level -- to discuss with Red China most serious 
questions of additional measures to create an atmosphere of neighborliness". He also 
suggested that the two communist giants cooperate in space exploration. 


At the same time, Gorbaciev also made the announcement that the Soviets would withdraw 
six regiments of troops from Afghanistan. However, he said, a schedule of full Soviet 
withdrawal from Afghanistan had been worked out with the Kabul government but would not 
be put into effect until a “political settlement" was reached. He indicated that such 
a settlement must include a guarantee that rebels fighting in Afghanistan with U.S. and 
Pakistan backing would lay down their arms. He was calling for the rebels' surrender. 
But, he said, "If the intervention against Afghanistan continues, the Soviet Union will 


stand up, for its neighbor." 


The above offer of troop withdrawal represents nothing substantial or significant as 
the Soviets will still maintain a large contingent in Afghanistan. 


But Gorbachev's offer to Peking to discuss additional measures to improve relations is 
certainly more significant than the offer of troop withdrawal. The Soviet hint that it 
may withdraw some of its forces out of Mongolia may also interest Peking greatly. 


As Peking and Moscow have been talking to each other to improve their relations, 
Gorbachev's latest statement should certainly speed up their discussions. Even though 
Peking may not accept the Soviet offer right away and may even show some hesitation, 
the fact of Gorbachev's offer shows that the time of rapprochement between the two 
communist nations is drawing near. The United States should be most careful in 
studying this situation and not provide the Peking regime with additional U.S. arms and 
weapons to avoid falling into a communist trap to bury the capitalist nations. 
Otherwise, the constant danger of Soviet-Chinese Communist collusion against the West 
may materialize sooner than we think. 
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HONG KONG OFFICIAL RULES OUT DAYA BAY REFERENDUM 


HKO40530 Hong Kong SOUTH CHINA MONRING POST in English 4 Aug 86 p 1 


[Text] The acting Governor, Sir David Akers-Jones, yesterday ruled out holding a 
referendum on whether the nuclear plant planned for Daya Bay in China should be built. 


"I don't think you can decide things like this by referendum. It's not a satisfactory 
way of dealing with such a complicated subject, really," he said. 


He stressed that since the plant would not be built in Hong kong, it was not for Hong 
Kong people to decide whether it should be built. 


The idea of a referendum was mooted by some Legislative Councillors recently. 


Sir David said two delegations of Legislative Council members had just gone abroad on a 
fact-finding mission and it would be snagprertate to jump to any conclusion on the 
subject before they return. 


He disagreed with a suggestion that the delegations would only collect postive data on 
nuclear energy, saying that the members would visit Austria where the anti-nuclear 
sentiment was high. 


Sir Savid said he believed the councillors would be able to complete a report before 
next month when the contracts for the Daya Bay plant were scheduled to be signed. 


BASIC LAW GROUP HOLDS ‘MEET THE PUBLIC’ SESSION 


HK270354 Hong Kong SUNDAY STANDARD in English 27 Jul 86 p 3 


{Text} The first “meet the public” session of the Basic Law Consultative Committee 
yesterday attracted three groups and five individuals to give their views on the future 
constitution. 


But there were criticisms on the format of the session, saying it was too formal and 
lacked an exchange of views. 


Yesterday was the first of the two sessions which, Consultative Committee members hope, 
give an opportunity to any interested parties to give their opinions and views on the 
Basic Law. 


The second session will be held between 3 and 5 pm on August 9. 


After the meeting, a representative from a religious group, Mr Lau Kwok-chuen, said 
they were dissatisfied with the format of the meeting. 


He said it was too formal and they expected to have an exchange of views with 
Consultative Committee members. 


In his submission, he said his group hoped the Basic Law would have a clear description 
on how Hong Kong would develop. 
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But the group cautioned that the Basic Law should not be too detailed. 


A representative of a hawker group, Mr Lo Wai-man, said the duration of the meeting -- 
about 15 minutes for each group -- was too short. 


An individual, Mr Chu Wing-ying, said the future Chief Executive need not have real 
power, and his cabinet could take over all the responsibilicy of the government. 


The other group and four individuals refused to disclose their identities and the 
content of their submissions. 


After the meeting, the secretary general of the Consultative Committee, Mr Mao Junnian, 
said they would review the format of the meeting and see whether there is any need for 


improvement. 
He considered yesterday's session was a successful one. 


Mr Mao said the aim of the “meet the public” session was to collect views from the 
public and was not to have an exchange of views. 


He hopes more people will give their opinions in the next session. 
BASIC LAW GROUP WANTS PASSPORT ISSUE CLARIFIED 
HKO20348 Hong Kong HONGKONG STANDARD in English 2 Aug 86 p 22 


[By Yau Shing-Mu] 


(Text] Should a person holding the passports of two countries be considered a dual 
national? 


This was one of the issues debated by the Basic Law Consultative Committee when it met 
yesterday. Members of the committee asked that China clarify its position on the 
matter. 


At the special group meeting, some members suggested that a person holding two 
passports should not be regarded as a dual national. 


But others objected. They said that a great many Hong Kong residents, especially 
professionals and businessmen, have more than one passport. Many wish to enjoy the 
privileges of being both Chinese and foreign nationals. 


A co-convenor of the meeting, Mr Chen Kai-ming, told reporters that China does not 
recognise dual nationality. But some members said this does not necessarily mean dual 
nationality would not be allowed. 


"It was suggested that dual nationality shouldn't be regarded as an offence in the 
Special Administrative Region (SAR]," he said. 


"We don't know what China's thinking is on the matter. Moreover, the question of 
nationality seems beyond the scope of the Basic Law. Hong Kong apparently has no say 
in this regard. Therefore, Beijing should make some sort of clarification," said Mr 
Chen. 
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The special group, which advises on relations between the SAR and the Chinese Central 
Government, also discussed how Hong Kong might take part in China's supreme lawmaking 
body, the National People's Congress. 

China does not allow foreign nationals to sit on the NPC. 


It was agreed that local representatives should be returned by elections and that Hong 
Kong should have its own election rules, different to those covering most parts of 
China. 


Three types of elections were proposed and debated. They were: 
-— Members of the legislature and the executive should be ex-officio; 


-- Representatives should be returned by grand electoral college, comprising 
councillors at various levels, including the legislature, Urban Council, and even 
district boards; 


-— A mixed model combining features of the first two. 

There should be about 60 local representatives in the 3,000-member NPC, it was 
suggested. This would be proportional to Hong Kong's population. Beijing, Shanghai 
and Tianjin have 82, 70 and 51 representatives respectively. 

Members also touched on Hong Kong's obligations to China. 


They said the local people should not be subject to conscription but in the case of 
national crisis or war they may volunteer to join the military services. 


CPC ATTITUDE TOWARD NUCLEAR PLANTS VIEWED 


HKO11315 Hong Kong CHENG MING in Chinese No 106, 1 Aug 86 pp 6-8 


{"Notes on a Northern Journey" by Lo Ping: "Zhao Ziyang's Brain Trust Advocates 
Halting Construction of Nuclear Plants"] 


{Text] Deng's and Hu's "Basic Views" Are Identical 


What is the reaction of the CPC'S top echelons to the Hong Kong people's demand for a 
halt in the construction of the Daya Bay nuclear power plant? 


As is known to all, the CPC is still basically practicing the patriarchal system or 
engaging in the practice of "what one person says goes." What Deng Xiaoping says often 
becomes a policy or a final decision. 


Has Deng Xiaoping said anything about the Daya Bay nuclear power plant? 
It is reported that neither Deng Xiaoping nor Hu Yaobang have any specific views about 


nuclear energy. Their general views are: First, we are not blindly opposed to it and 
second, we should attach importance to. safety. 


I. 6 Aug 86 W4 CHINA 
HONG KONG MEDIA ON CHINA 


When the Secretariat of the CPC Central Committee held a meeting to discuss nuclear 
energy, Hu Yaobang aired the above-mentioned two “basic views." Deng Xiaoping's “basic 
views," which Hu relayed at the meeting, were also the same. 


The Practice of "What One Person Says Goes" Also Changes Sometimes 


Deng Xiaoping and Hu Yaobang have expressed their "basic views" in general terms. They 
do not seem to be in contradiction with the “basic views" of the Hong Kong people. 


The Hong Kong people are not blindly opposed to nuclear power plants; they are only 
opposed to the construction of a nuclear power plant at Daya Bay. If the CPC chooses 
another site for the nuclear plant, which is a long distance from Hong Kong and which 
will not affect Hong Kong or make it easier for Hong Kong to meet a contingency should 
an accident happen it is believed that the Hong Kong people will not be opposed to it. 


Of course, the Hong Kong people attach great importance to safety and call for ample 
safety measures in the construction of a nuclear plant. However, if a nuclear plant 
should be close to Hong Kong, they will take a sceptical attitude toward the 
feasibility and effectiveness of all safety measures. 


In spite of Deng Xiaoping's and Hu Yaobang's views, I think Zhao Ziyang's view is very 
important. 


The practice of "what one person says goes" has always been a common one in the CPC. 
But sometimes it is not so. This is a good phenomenon. 


The Sanxia Project Is a Case in Point 


On the question of the Sanxia project, Deng Xiaoping has said that it has "more 
advantages than disadvantges." Although these words carry the weight of nine tripods, 
the plan to set up Sanxia Province has been given up. A friend working in the 
preparatory organization for the setting up of Sanxia Province recently told me: "The 
organization has been disbanded and I am out of work." More important, it has been 
decided that the construction of the Sanxia Project will be delayed until further 
studies and designs. 


The big turn or about-fac>, from getting ready to develop the Sanxia project to 
basically giving up its development, is inseparable from Zhao Ziyang. 


Zhao Ziyang's objection to hurriedly developing the Sanxia project is also inseparable 
from the view of his brain trust. 


Naturally, the views of the masses and the CPPCC have also played their parts. 


The principal view of the brain trust, experts, and masses is that the Sanxia dam 
project will bring about a chain reaction on a series of questions, such as the 
ecology, environent, and natural resources of the entire Chang Jiang basin. The soil 
in a vast expanse of cultivated land will go bad, the areas producing industrial crops 
will suffer heavy losses, and some 10-20 counties will be inundated, making it 
necessary to move as many as 1 million people. [pargraph cotinues] 
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The losses caused by the inundation will be greater than any other large reservoirs in 
other parts of the world. Moreover, many key places of historic interest, cultural 
relics, scenic spots will be swept away. The Sanxia project will also bring about 
catastrophic earthquakes. If a war breaks out, the Sanxia project will become a target 
of attack... 


Zhao Ziyang Has Influenced Deng Xiaoping 


Zhao Ziyang was the first to accept the views of the brain trust, experts, and the 
masses. He later succeeded in winning over Deng Xiaoping's approval to postpone 
constructing the project. 


This is a gratifying situation, which is vastly different from the construction of the 
Baoshan Iron and Steel Works. Almost all the relevant engineers in Shanghai were 
opposed to the construction of the works but their opposition came to nothing. 
Clinging obstinately to its course, the CPC Central Committee has incurred enormous 
losses to the state. By comparison, the CPC has made some progress in its work style 
and approach toward the Sanxia project. 


A Reflection of Differing Views Within the CPC 


Naturally, it was not all clear sailing for Zhao Ziyang to prevail over the view to go 
on with the Sanxia project because Li Peng, as well as his supporters, resolutely 
advocated developing the project. After a heated dispute between those for and against 
the project, Zhao Ziyang finally won. 


The dispute was also reflected in varying degrees in newspapers and magazines. A 
newspaper in Beijing reprinted in a conspicuous place an article from a leftwing Hong 
Kong newspaper advocating the construction of the Sanxia project. But some newspapers 
and magazines put on a rival show by pushing some data showing that the state was 
reconsidering or canceling plans for big dams and hinted that the plan for the Sanxia 
project should be scrapped. This minor "data skirmish" reflected differences of 
opinion on the Sanxia project within the CPC. 


Misguided by Information from Hong Kong 


The top echelons of the CPC also have differing views on the question of Hong Kong 
people's opposition to the construction of the Daya Bay nuclear power plant. 


At first, some senior officials erroneously believed the information from a certain 
source in Hong Kong, thinking that the call for a halt was issued by some Hong Kong 
people with “ulterior motives." Later, however, after obtaining first-hand data from 
relatively neutral newspapers in Hong Kong, they suddenly realized that the opposing 
views were widespread and that only a small number of people argued in favor of the 
Daya Bay nuclear power plant. (Editor's note: The number of people calling for a halt 
in the construction of the Daya Bay nuclear power plant has exceeded 1 million. In the 
Legislative Council, there are a few at each extreme and many in between. At a 
Legislative Council meeting, Allan Lee criticized a playbill opposing the construction 
of the nuclear plant; Martin Lee, however, expressed a differing view. The 
middle-of-the-roaders have kept silent.) 


For this reason, the Hong Kong and Macao Affairs Office and the Secretariat of the CPC 
Central Committee cannot but reconsider the issue. 
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From the publicity posture of the CPC we can feel this trend. It is said that the 
Propaganda Department of the CPC Central Committee has been instructed to notify press 
units and relevant institutions, newspapers, and magazines that they should not release 
or publish without authorization reports or comments on Hong Kong people's reactions to 
nuclear power plants. In carrying out publicity toward Hong Kong and abroad, it is 
necessary to stress the safety of the Daya Bay nuclear power equipment and the safety 
measures for nuclear power and to be prudent in treating and dealing with opposing 
views. One should not unwarrantedly stick labels on people who call for a halt in the 
construction of the nuclear plant. 


Zhao Ziyang's Remark 


Many cadres in Beijing know that Vice Premier Li Peng likes to show off. He hopes to 
win the premiership in exchange for the great achievements in his official career. fFor 
this reason, he resolutely favored the construction of the Sanxia project and the Daya 
Bay Nuclear Power Plant. They also know that Premier Zhao Ziyang does not approve of 
the continued development of the Sanxia project. Howeve:, they do not have any 
information about Zhao Ziyang's attitude toward the Daya Bay Nuclear Power Plant. 


By chance I met a person working in Zhao Ziyang's brain trust. When I asked him about 
Zhao's attitude toward nuclear energy, he said: 


"On the macro level, Premier Zhao entirely agrees with Deng's and Hu's views: First, 
we are not blindly opposed to it and second, we should attach importance to safety. On 
the micro level, the premier has his own view." 


"What is his view?" 


"Last May, Zhao Ziyang went to Chongqing to inspect the site of the Sanxia Dam. He 
said to the local people concerned: ‘The Sanxia Dam is not a technical but a political 
question. It is a question of what attitude the Communist Party should take toward 
democracy. What should we do if one-third or two-thirds of deputies should cast 
dissdenting votes when the Sanxia project is put to the vote at the NPC meeting?’ We 
can thus see that Zhao Ziyang attaches great importance to the views of the masses. In 
truth, the question of the Daya Bay nuclear power plant is no longer a purely technical 
one. Is it possible that Premier Zhao's attitude toward this question is totally 
different from his attitude toward the Sanxia project?" 


Most People in the Brain Trust Are Inclined to Stop or Postpone Constructing the 
Nuclear Power Plant 


"Do you mean that so long as the Hong Kong people insist on halting the construction of 
the Daya Bay Nuclear Power Plant, Zhao Ziyang will comply with the popular will?" 


"As Zhao Ziyang's advisors, we are in the majority and we agree with the proposal to 
find another site for the construction of the nuclear plant. In our view, it is not 
worthwhile if, because of a nuclear power plant, the Hong Kong people should be worried 
causing political instability and even affecting stability and prosperity. In doing 
so, the economic results will be out of the question and the political results will 
even be negative. At first, in raising the idea of constructing the Daya Bay nuclear 
power plant, one of our motives was to reassure the Hong Kong people. If the result 
should be contrary to our expectations, it is necessary to make a quick turn or at 
least to give the matter further thought." 
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"Do you mean halting or postponing the construction?" 
"In Cantonese, ‘postponing construction’ always means ‘delaying action,’ doesn't it?" 


From his “treasure box" this frank and straightforward friend picked up a copy of 
SHIJIE JINGJI DAOBAO dated 7 July. Handing it to me, he said: "There is a page in it 
dealing with nuclear energy. You should pay attention to it.” 


It was a professional newspaper backed by Zhao Ziyang. Some of the writers are fairly 
authoritative. They are either academics at the Academy of Social Sciences or senior 
people from the brain trust. 


The Trend Is To Halt Constructing the Nuclear Power Plant 


The 7 July SHIJIE JINGJI DAOBAO can be regarded as dealing exclusively with nuclear 
energy on page 13. An article entitled "The Chernobyl Accident and the Secret Worry of 
High Technology” is featured prominently. There are two paragraphs in it which merit 
our special attention: - 


"Since 26 April this year, the literally unknown Chernobyl has immediately become the 
focal point of world attention. The Netherlands, which is on the eve of general 
elections, the Philippines under the Corney Aquino government, and socialist Yugoslavia 
have reacted by postponing or halting their nuclear energy programs; the ruling and 
opposition parties in Europe have also stepped forward to explain their attitudes 
toward, and their positions on, nuclear energy." 


That is to say, postponing or halting nuclear energy programs has become a trend on the 
international political arena. A lot of fresh data can be added. One is that Fred 
Sinowatz, Austrian chancellor and chairman of the Austrian Socialist Party, originally 
favored the use of Austria's only nuclear plant, which had been completed but which had 
not been put into operation. However, due to the strong opposition by the masses, he 
complied with the popular will during the general elections (he wanted to renew his 
term of office) by renouncing the use of the nuclear power plant. 


An Authoritative Publication Affirms the Anti-Nuclear Movement 


Another paragraph in this article is even more meaningful: "Compared with spacecraft, 
nuclear energy technology is consedered more mature. It left laboratories long ago and 
moved toward practical application. It has occupied a certain position in the total 
generated electricity of many countries. According to statistics, from 1971 to 1984, 
151 nontrivial accidents occurred in 14 countries with this ‘mature’ technology. For 
this reason, when the Chernobyl accident happened, thousands of nuclear protesters in 
Eastern and Western Europe took to the streets. When they held high the placard "It 
Will Be Our Turn Next,’ we cannot but say that they have raised a powerful slogan." 


Over the past 13 years, 150-odd "non trivial" accidents occurred in 14 countries. The 
figure itself is "non trivial" matter. Is the “theory of nuclear safety" tenable in 
the face of facts? The article has positively appraised ("We cannot but say that they 
have raised a powerful slogan") the slogan (such as “It Will Be Our Turn Next") raised 
at the high tide of the anti-nuclear movement in Europe after the Chernobyl accident. 


I. 6 Aug 86 ws CHINA 
HONG KONG MEDIA ON CHINA 


This merits our particular attention. However, if a person should negate the 
anti-nuclear movement in Hong Kong while affirming the anti-nuclear movement in Europe, 
would not his logic present a problem and would his article be published in a 
high-level publication? 


It Is Difficult Not To Be Worried About Nuclear Energy Technology and Management 


On page 13, SHIJIE JINGJI DAOBAO also carried two articles entitled "Serious Nuclear 
Accidents Since the 1950's” and "The Effect of the Soviet Nuclear Power Plant Accident 
on Western Countries." The former was a translated version of selected passages from 
MOSCOW NEWS and the latter was extracts from a TIMES arv.icle. The TIMES carried the 
article with the aim of showing that the Soviet nuclear disaster did people great harm 
and the MOSCOW NEWS carried the article with the aim of showing: "You see, nuclear 
accidents have not happened in the Soviet Union alone, they have likewise happened in 
the United States, Britain, Germany, and France." The publication of these data in 
SHIJIE JINGJI DAOBAO shows that nuclear energy technology and management have not 
reached such a level as to make people feel at ease. 


It is also interesting to note that a picture of anti-nuclear demonstrations in Britain 
was published on this page. The caption is: "The members of the London environmental 
organizations took to the streets, calling for a halt in the building of new nuclear 
reactor installations. The slogan reads: "“Windscale, Three Mile Island, Chernobyl, 
How Many Nuclear Accidents Will There Be?" 


From SHIJIE JINGJI DAOBAO alone we can also see that Zhao Ziyang's Brain Trust agrees 
to halt or postpone constructing the Daya Bay Nuclear Power Plant. 


So Long As Hong Kong Persists in and Strongly.... 


Naturally, like the question of the Sanxia project, the people in the CPC's top 
echelons who approved the construction of the Daya Bay Nuclear Power Plant are still 
fairly stubborn. Some newspapers and magazines have carried an article entitled "The 
Nuclear Power Plant Is Not an Atom Bomb" and the party's mouthpieces have also 
published a series of articles and data on nuclear safety. This precisely shows that 
some people in the top echelons are so impenetrably thickheaded that they do not want 
to “retract their order" in spite of the popular will. 


I believe, however, that after his return from abroad, Zhao Ziyang will take into 
serious consideration the views of his brain trust and the Hong Kong people. 


I also believe that so long as the Hong Kong people persist in, and strongly express, 
their demand for halting the construction of the Daya Bay Nuclear Power Plant, they 
will not achieve nothing. The question is whether they can persist in it and strongly 
express it. 


I ask a blessing for the Hong Kong people -- the blueprint for the nuclear power plant 
will erase the three characters meaning Baya Bay! 
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WEN WEI PO ON RELATIONS BETWEEN GOVERNMENT, PEOPLE 


HKO40837 Hong Kong WEN WEI PO in Chinese 4 Aug 86 p 17 
(“Exploration™ column: "The Relations Between the Government and the People"] 


[Text] Comrade Deng Xiaoping pointed out: “Our socialist modernization program will 
enable our country to catch up with the developed capitalist countries in the economic 
aspect, will create a democracy higher and more realistic than deomocracy in capitalist 
countries in the political aspect, and will cultivate more talent than in tiese 
countries.... These three points should be used as a criterion for judging whether 
various systems of our party and state are good and perfect." These three points put 
forward by Comrade Deng Xiaoping also apply to the political structural reform in our 
country. 


The main purpose of political structural reform is to promote political development. 
Here, political development refers to the modernization of our political life. The 
process of political development is also a process of democratizaion. The goal of 
political development can be summarized into two points: First, raising the degree of 
democratic participation (which marks the scope of political development); and second, 
perfecting the system of balances and checks (which marks the depth of political 
development). Some comrades summarize the objectives into five points: 1) Democratic 
particpation; 2) a sound legal system; 3) the highly efficient operation of the 
administrative organs; 4) honest and incorruptible government; 5) scientific 
decision-making . procedures and organization. A political structural reform is 
imperative in order to a-hieve all these objectives. 


It is necessary to adjust the relationship between the government and the people. This 
is a substantive part of the democratization process and must be handled from a high 
level. Under the present conditons in our country, this adjustment mainly refers to 
narrowing the scope subject to the management of the power organs. The previous rigid 
and excessive control over people's lives should be changed. This will help fully 
arouse the people's initiative. This process is also a process of expanding socialist 
democracy. It is certainly important to raise the administrative efficiency cf the 
government; however, without the people's initiative and participation, there will not 
be a dynamic and vivid political situation in which people have freedom and are well 
disciplined and the nation has a unified will while every person has his own ideas. In 
addition, we must create favorable political conditions for consolidating peace, 
stability, and unity and for social and economic development. To achieve this purpose, 
it is necessary to develop socialist democracy, perfect the socialist legal system, and 
scientifically solve the issues of power division and the mechanisms of balances and 
checks through adjusting the political structure. Many foreign people are concerned 
about the continuity of our current policies. In the sense of adhering to the 
orientation of reform, preventing social un.est, and preventing backpedalling to the 
previous leftist line, it is certainly necessary to maintain the continuity of our 
policies. However, this can only be guaranteed by a sound system of rule by law rather 
than by a system of rule by man, which is another form of the hereditary system. In 
this sense, political structural reform is a fundamental way to guarantee the 
continuity of our current policies. 


In recent years, some "unhealthy tendencies" of abusing power in pursuit of private 
gains have appeared. These evil things are strongly tinged with a feudalist color. In 
this sense, the residual influence of feudalism is the main source of such "unhealthy 
tendencies.” It has also distorted many good reform measures and hindered them from 
brining about the expected good results. [paragraph continues] 
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On the other hand, some serious difficulities were caused which aroused the people's 
resentment. In addition, it also hindered our country from changing from rule by man 
into rule by law. Without thorougly overcoming the feudalist concept of “power 
overrides law," democratization will merely be empty talk and the people's democratic 
rights will not be really guaranteed. Therefore, continuing to eliminate the residual 
influence of feudalism in the ideological and political fields is the key to success in 
realizing democracy and in overall reform. 


ALL-ROUND CONTRACT SYSTEM OF EMPLOYMENT IMPLEMENTED 


HKO11308 Hong Kong MING PAO in Chinese 29 Jul 86 p 5 


[Special Dispatch from Beijing: "China Temporarily Suspends Recruitment of Workers and 
Staff Members, Universally Implements the Contract System") 


[Text] The contract system in recruiting workers and staff will be universally 
implemented in China from now on in all units under ownership by the whole people. 
This in an important reform in China's labor system. 


Based on a recent report of "“ZUZHI RENSHI XINSHI BAO" [ORGANIZATION AND PERSONNEL 
GAZETTE,] in order to smoothly implement provisional regulations on the reform of the 
labor system to be made public soon, the State Council has issued a circular, notifying 
that state-run enterprises are to suspend work in recruiting workers and cadres, and 
cadre transfer between 18 June and 30 September, an to stop "children replacing parents 
in jobs" procedures. State organs, institutions and social organizations should 
likewise act on this stipulation. However, work distribution of college, intermediate 
technical school, and vocational school graduates, and work arrangements for 
demobilized PLA officers, and demobilized PLA men in urban areas may go on as usual. 


In recent years, the contract system has been implemented in some enterprises under 
ownership by the whole people in employing some workers. By April 1986, a total of 
3.46 million workers had been employed based on the contract system throughout the 
nation. 


Practice has proved tht the implementation of the labor contract system is more 
advantageous than the life-long work employment system based on the monopolized and 
unified vork distribution system. in the growth and rational employment of qualified 
people, in giving play to workers’ initiatives, as well as strengthening enterprise 
vitality. 


The monopolized and unified work distribution system was copied from the Soviet Union. 
The East European countries as well as the Soviet Union have long discovered the 
malpractices of such a system, and have universally implemented the labor contract 
system. More than 20 years ago, the Soviet Union restored the right of enterprise 
workers and staff to freely transfer johs. Despite the changes in the leadership, 
enterprise workers and staff have been given greater rights in their free selection of 
jobs, and all along it has been one of the core policies of the Soviet labor 
administrative system. 


Take Eungary for another example. Hungary had likewise copied the Soviet practice, and 
implemented the centralized and unified control of labor forces; but with all-round 
development of the reform of its economic ciructure, its enterprises have adopted the 
contract system in recruiting workes and staff. The practice of the Soviet Union and 
these East European countries has also demonstrated the good effects of the lador 
contract system. 
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J IEFANGJUN BAO HITS AT POOR ARMED FORCES MANAGEMENT 


HKO40437 Hong Kong MING PAO in Chinese 2 Aug 86 p 5 


{["Special dispatch from Beijing’: "JIEFANCJUN BAO Reporter's Investigtion Shows Low 
Standard of Armed Forces Management, Concept of Management Needs Renovating") 


[Text] The standard of management of China's Armed Forces is very low and cannot meet 
the demands of modernizing national defense. It is urgently necessary to renovate the 
concept of management, improve mangement methods, and solve problems in many fields in 
the management of combat, training, logistics, talent, and so on. 


According to a JIEFANGJUN BAO reporter's investigtion, there are two problems that 
particularly stand out among the many current problems in the Army: 


1. Lack of a concept of system, and too heavy a burden being shouldered by the 
companies. Although the Armed Forces organs have been streamlined as a result of 
reogranization, the companies are still in a rush and a muddle due to the fact that 
different leading departmnts are issuing different orders and instructions. 


First, there has been an increase, not a decrease, in the number of meetings of various 
types. In one company, for instance, the upper-level leading organs convened four 
on-the-spot meetings in 2 weeks on the topics of equipment, education in "possessing 
four qualities," offensive tactics, and administrative management. In addition the 
instructor of a certain company had to attend 42 upper-level meetings in a course of a 
month [as published]. 


Second, there is a constant stream of work teams. For isntance, a certain company was 
visited by 35 work teams of division-level and above in the first half of this year. 


Third, there is a constant stream of circular being issued. For instance, a certain 
regiment made arrangements for every company to spend 11 days before 15 July 
incompleting comparison and examination in party rectification; the divisional 
leadership ordered that 8 of the first 10 days of July be sepent conveying the spirit 
of three conferences of the military region; and the group army issued a circular on 
spending 3 of the first 10 days of July in rectifying work style. The organs at 
various levels arranged 22 days of work for the companies to be done in only a half a 
month, and the companies' timetable turned into a meaningless ornament like a deaf 
man's ear. Their entire work had to be centered on telephone calls. 


The excessive burden borne by the companies reflects the organs' confused management of 
the companies. It is therefore urgently necessary to master and apply scientific 
knowledge of modern managent methods, such as establishing the concept of systems, 
defining all-round goals, organizing coordination between departments, and so on, as to 
bring into effective play the functions of the command organs in planning, 
organization, coordintion and control. Only thus can the organs manage things in 
orderly way and can the companies work in a norml manner. 


2. Narrow-minded ideas on management, and too many punishments being awarded. For 
instance, a company of a certian regiment awarded 19 punishments on soldiers last year 
and and a further 11 in the first 4 months of this year. 
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According to a analysis carried out by the divisional political department, only 10 of 
these 30 punishments were merited, while 12 were not merited and 8 were not really 
necessary. The phenonmenon of an increase in the number of punishments existed in all 
the other companies also. 


It is said that in managing their soldiers, officers can no longer rely on the past 
method of holding out entry into the party and promotion to cadre rank as incentives; 
now they rely on a combination of spiritual and material rewards, but the funds for 
monetary rewards that filter down to the companies are extremely small (because the 
Army, the division, and the regiment all need to retain corresponding funds for 
rewarding merit). If the companies cannot reward the soldiers, punishment is the only 
method of administrative management left. 


The core of the management in the Armed Forces is man managment, and there is a great 
variety of management means. Hence, it is now extremely essential to guide the 
officers at ali levels to systematically learn modern management, renovate their ideas 
on management, and improve their standard of management. 


SHIFT IN TAIWAN'S REUNIFICATION POLICY SEEN 


HK050339 Hong Kong SOUTH CHINA MORNING POST in English 5 Aug 86 p 9 
(By Terry Cheng] 


[Text]. Omission of a stereo-typed phrase in a recent speech by President Chiang 
Ching-kuo of Taiwan has caused speculation that the Kuomintang Government has made a 
tacit shift in its policy of reunification with Mainland China. 


In a statement to a meeting of the Academia Sincia held late last month in Taipei, Mr 
Chiang said the goal of China's reunification was a democratic and free country. 


He said Taiwan would continue to work ceaselessly for this goal. However, he did not 
mention reunification under the Three Principles of the People (democracy, people's 
livelihood and nationalism). 


In the past top leaders of Kuomintang Government, including Mr Chiang himself, have 
urged Beijing to give up communism and adopt the Three Principles of the People. 


In fact, Taipei has insisted on Beijing's adoption of the principles as a condition for 
negotiations. 


The omission of the standard reiteration of the three principles, according to some 
leftwing observers, is a tacit policy shift by Taipei. 


A commentator of pro-Beijing WEN WEI PO wrote yesterday that the omission was a 
Kuomintang concession to the Communist Party on the mainland. 


The commentator, a former editor-in-chief of the newspaper, wrote that Beijing's "one 
country, two systems" was a concession by the Communist Party to the Kuomintang. 


I. 6 Aug 86 W 13 CHINA 
HONG KONG MEDIA ON CHINA 


“Mutual understanding and mutual accommodation and rapprochement is a new road and a 
new phenomenon between the Kuomintang and the Communist Party. This is the dawning of 
China's reunification," he wrote. 


The speculation was considerably fuelled by an editorial of the Taipei-backed HONG KONG 
TIMES yesterday on the 37th anniversary of the paper's founding. 


The editorial said at its conclusion that it was hoped that with the joint effort of 
the Overseas Chinese, the goal of reunifying China under democracy and freedom would be 


achieved earlier. 


However, rightwing analysts in Hong Kong said it was still too early to conclude that 
Taipei had dropped its demand that China should be reunited under the Three Principles 


of the People. 


Mr Chiang has said on previous occasions that a democratic and free China was the aim 
of reunification and it was not necessary for him to repeat the stereotyped phrase in 
every speech, they said. 


And the analysts argued the leader might prefer to use terms such as “democracy" and 
"freedom" in a speech made to members of the Academia Sinica, many of whom were 
residents in democratic countries such as the United States and West European countries. 
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